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FOREWORD 


The Managing Agency System has been mainly responsible 
for the rapid industrial development that has taken place m this 
country in the past many decades. A number of established 
business houses have done pioneering work and promoted many 
new industries under difficult conditions. In order to be able 
to understand in some measure the achievements of the managing 
agency system over a long period, the experience of sixteen 
selected companies, belonging to various groups and various 
industries, has been analysed here. It has been indicated clearly 
how the sacrifices undergone by the managing agents during 
critical periods and the help rendered by them to the companies 
in their charge in times of need have resulted in building up 
edifices which are living monuments of good enterprise and energy. 
I believe this publication will prove useful in promoting better 
understanding and in convincing those concerned of the need for 
giving the necessary facilities for continuing the good work that 

has been done hitherto. 

I take this opportunity of thanking my business friends who 
have co-operated with us in this task and have ungrudgingly 
provided the Employers’ Association with the data necessary for 
the preparation of this important study. 


Calcutta 
July 2, 1954. 


S. P. Jain. 
President. 





INTRODUCTION 


T HE Managing Agency System, which has been in vogue for 
nearly a century now, has been the subject of unmerited criti¬ 
cism for some time past. In order, however, to have a correct 
understanding of the part played by this unique system in the in¬ 
dustrial development of this country the solid achievements that 
have been recorded not only in the early stages but also in 
the past two and a half decades have to be studied. Because of 
various advantageous factors and the need to devise a method 
for the industrial development of this country, at least on the 
lines envisaged in the earlier years, the British traders thought of 
making effective use of their links with their motherland to expand 
their spheres of activity by utilising such resources as will readily 
lend themselves to export and easy marketability. The genesis of 
the managing agency system has thus to be traced to the middle 
of the 19th century when the British merchant houses, particu¬ 
larly in Calcutta, thought of developing internal resources. 

For a long time, the British managing agency houses were 
in the forefront and British capital also played a very important 
part in the building up of such industries as jute, plantation and 
mining. But during the ’eighties of the last century and in the 
first decade of this century Indian industrialists realised the possi¬ 
bilities of promoting the cotton textile, iron and steel and other 
industries. Many of the giants of to-day had their beginnings in 
1880-1910. The Swadeshi movement of 1906 gave a great impe¬ 
tus to development under Indian auspices. Since then, the cotton 
textile industry has progressed considerably and certain basic 
industries which were started have struck firm roots and 
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grown rich in stature as well as in importance from the point 
of view of the general economy. The boom in company floata¬ 
tions after World War I gave scope for further development in 
new directions. Indian Managing Agency Houses became more 
prominent. 

In the dark days of 1923-33 even the staunchest and most 
resourceful industrialists had to endure great difficulties. Un¬ 
helpful policies on the part of the then Government, keen compe¬ 
tition from imports and greatly depressed economic conditions 
led to serious upsets. The trials and tribulations of this dismal 
chapter in the history of Indian industrial development, however, 
only spurred the various managing agency houses to greater 
activity. 


It would, therefore, be correct to say that the industrial 
development of this country has come about first with the pro¬ 
motion of the export industries under British auspices. Both 
management and capital were largely foreign. Only over a 
period the ownership, and indeed the management in many 
cases, have considerably changed in complexion. By 1928, 
as indicated earlier, the major export industries had been develop¬ 
ed almost fully. In the second stage of industrial development, 
in the inter-war period, new industrial units have been estab- 
listed and it is common knowledge that the large-scale ex¬ 
pansion in 1930-40 proved greatly helpful during the criti¬ 
cal years of World War II. Time was when the consumer 
was dependent on imports from foreign countries to secure his 


requirements of essential items like cloth, sugar, paper, cement, 
etc. At present, there is practically no dependence on foreign 
producers for any of the essential consumer items. On a modest 
estimate it is pointed out that the accession of strength to the 
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balance of payments position, as a result of the progress since 
balance oi r A f R 300-350 crores. 

1930 alone, is annually of the order of Rs. 3 uu az> 

There is no doubt that the growth of the sugar, cotton tex ^ e ’ 
paper, sttel and otter industries has been made posstbk, 

in recent decades, because of the enterprise and energy s o 
by managing agents, particularly the Indian houses. 

What is more important to note is that the process 
trial development has been continuous, especially in the past two 
and a half decades. It has been amply demonstrated that not 

only the leading Indian managing agency houses e > 

Birlas, SoorajmuU Nagarmulls, Sahu Jains, Singhamas, Mafatlal 
Gaghalbhais, Karamchand Premchands, Neville Wadias and 
others have vastly expanded their activities but new institutions 
also have come into being and there are definite indications to 
suggest that, given reasonable opportunities, the process of ex¬ 
pansion would continue uninterrupted and the pace stepped up 
according to the needs and circumstances of the country. 


It may be that the functions performed by the managing 
agents have changed somewhat with the change in the character 
of the general economy. But it should be remembered that the 
whole outlook has completely changed after independence and 
there is need to think in terms of a much larger outlay and the 
promotion of new industries, which would not have been ordi¬ 
narily thought of before. There is no agency which can deli¬ 
ver the goods so well as the present system of business manage¬ 
ment It is unique in character no doubt; but it is at the same 
time a synthesis of the management methods as they are found 
in other countries and the same procedures will have to be adopt¬ 
ed for a considerable time to come in view of the difficulty in 
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securing managerial skill, proper supervision and correct admi¬ 
nistration. If complaints have been heard in the past few years 
about the mismanagement of particular institutions or the entry 
of inexperienced men into the field, it is surely no case for end¬ 
ing a system which has been so helpful and which has stood the 
test of time. There is only a case, if at all, as the Bhabha Com¬ 
mittee and the Shroff Committee have pointed out, for mending 
the system or eliminating such mal-practices • as have been 
reported. Even now the success of any new enterprise is deter¬ 
mined by the status of its sponsors. It has been amply borne 
out by the happenings in the past few years that difficult projects 
can be handled only by those who have an established reputation 
or who have a missionary zeal in pushing through their schemes. 

The complaint has been heard that the managing agency 
system has stood in the way of the development of the Indian 
capital market and that since abuses also have crept in, the cost of 
running the various businesses is rather high. It is necessary 
to point out that the “complaints” in this regard are unfounded 
and that far from the managing agency system being unhelpful 
or a hindrance to the development of the Indian capital market 
it has contributed towards its development in the past two and 
a half decades. There has been a remarkable growth in its capa¬ 
city. In the earlier years, the banking habit had not spread. 
Since the ’thirties, thanks to the policy of cheap money, the better 
functioning of the stock exchanges and the development of vari¬ 
ous industries there has been a disposition to regard industrial 
progress as fruitful from the investment angle. As the general 
climate improved considerably, the basis of ownership of indus¬ 
tries has undergone a marked change. But the requirements of 
finance for purposes of industrial development have increased 
considerably. With the result, while the number of shareholders 
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has risen markedly it has become necessary at the same time 
for the managing agents to continue to have a large interest w 

the companies under their supervision. 

Apart from being responsible for the management of a large 
sector of the industrial economy, over 80 per cent in fact, the new 
industries have come into being, as indicated above, because of 
the confidence reposed in the leading managing agency houses 
and the large support extended by them. It is possible to say 
from an analysis of the balance-sheets published by the public 
limited managing agency companies that these alone, not to 
speak of the directors and their friends, have large holdings 
in the companies in which they are interested. Every large 
public limited managing agency company has a large investment 
portfolio which consists mostly of ordinary shares, thus providing 
a good part of the risk capital. The stage has been reach¬ 
ed where it has become imperative to mobilise fully available 
resources and increase the tempo of investment. 

In the seven years after independence the activities of the 
managing agency houses, old and new, in various directions, have 
been helpful to the economy in many ways. 

It is also necessary to point out in this connection that the 
diversity of interests has not been harmful—indeed has been help¬ 
ful—to the shareholders and to the development of the industries 
concerned. The suggestion that there should be a limit on the 
number of companies managed or the industries developed is not 
sound. Calcutta provides the happy example of large managing 
agency houses successfully conducting the affairs of the companies 
in which they are interested. The evolution has come about 
gradually over a period. The diversity of interests has been due 
either to the bright prospects afforded by particular industries at 
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partic ular stages or to the need to utilise the advantages for pro¬ 
moting units in new industries. Above all, it is a noteworthy 
feature of the managing agency groups that sister companies have 
provided the resources for new companies in the same group in 
good measure and there has been a marked increase in activity at 
particular stages of the country’s industrial development. 

In this study, we have confined ourselves to an examination 
of the progress made by a few leaders in industry with a view to 
pointing out how the various difficulties were got over in a crucial 
period and how, due to successful management and proper piloting, 
many of the giants of to-day have come to occupy an important 
place in the economy of the country. From a perusal of the 
following pages, it will be interesting to find that different units 
have had to encounter different problems and that the managing 
agents have always been helpful in one way or another. Thus, 
in the case of the Tata Iron and Steel Company Limited, 
the managing agents raised the required funds in a critical 
stage by even parting with a portion of the commission that 
would be earned by them—an arrangement which has con¬ 
tinued to be in force in an amended form long after the 
emergency was over because it was realised that the help 
rendered to the company at that critical stage has proved immensely 
beneficial. Expansionist policies were implemented even in 
difficult times and constant representations were successfully made 
to the Government in connection with the grant of protection or 
other important issues. Likewise, the shareholders of the Titaghur 
Paper Mills Company Limited, which accounts for nearly 
25 per cent, of the total production of the paper industry, have 
reason for gratefulness towards the managing agents for the help 
rendered by them to the company in the late ’twenties. Then there 
was serious competition from imported goods and the technique 
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of the manufacture of paper from bamboo pulp had not been 
perfected. Large amounts of commission were foregone and 
liberal sums were advanced. In the case of the Scindia Steam 
Navigation Company Limited, difficulties of an unexpected nature 
had to be faced and the prominent position now occupied by this 
company in Indian shipping would not have been possible but 
for the steadfast devotion of the managing agents towards a 
national cause. There is then the example of Kesoram Cotton 
Mills Limited which has grown into the biggest composite mill 
in West Bengal, after changing hands many times in the 
early stages. In the last three decades it has been efficiently 
administered by the present managing agents, Messrs. Birla 
Brothers Limited. Rohtas Industries Limited provides an out¬ 
standing instance of an enterprise which has branched out in many 
directions. In a little over two decades, Messrs. Sahu Jain 
Limited and the earlier interests have developed the company 
into a unit of big proportions. In respect of companies like 
Bengal Jute and Naskarpara Jute, the managing agents Messrs. 
Soorajmull Nagarmull and Howrah Trading Company Limited 
respectively, have demonstrated clearly how intelligent and skilful 
management could change the fortunes of companies. Strategic 

additions to capacity and elimination of the handicaps of under- 

/ 

capitalisation or otherwise have greatly fostered the interests 
of shareholders. 

There are not perhaps many dynamic units like Bombay 
Dyeing, Kohinoor Mills and Buckingham and Carnatic which 
have had an uninterrupted record of progress and which did not 
endure such difficulties as TISCO, TOMCO, Kesoram, or others. 
It may be that the earlier mentioned companies were favourably 
placed or the managing agents were exceptionally ‘lucky’. History 
records that in the dark period of 1923-33 particularly, national 
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industries had to undergo serious difficulties which were not 
experienced by similar industries in other countries. Indian 


industries would not have been able to survive these diffi¬ 
culties but for the enterprising energy of the various business 
houses. There has been a process of continuous expansion 
and the good work done in the last two and a half decades is 
ample evidence indeed to proclaim the achievements of the 


managing agency system. There is still much work to be done 

* 

and it can be expected that this unique system of indus¬ 
trial management will play an even more important part in 
broadening the basis of the industrial structure in the years ahead 
in the most efficient manner. 






TATA IRON AND STEEL 
COMPANY LIMITED 

(Managing Agents : Messrs. Tata Industries Limited) 


The biggest joint-stock company in this country, the Ta a 
Iron & Steel Company Limited, has also had very difficu imes 
till the early ’thirties, particularly between 1924^ and 1930. 
company came into existence just prior to World War I and 
commenced business on a modest scale as a pig iron and steel¬ 
making unit. Actual production in 1911-12 was only 36,000 tons 
of pig iron and 3,000 tons of steel ingots against the present 
capacity of about 1,050,000 tons of ingot steel. In the initial 
years the production of pig iron was much in excess of steel 
output. The war effort in 1914-18 proved to be helpful to a 
certain extent and it was decided to intensify the activities of the 
company in the early ’twenties. 


The ambitious nature of the early expansion plans will be 
clear from the fact that three batteries of coke ovens, a new sul¬ 
phuric acid plant, three blast furnaces, the duplex plant, a new 
blooming mill, a new rail mill, sheet bar and billet mill, 
merchant mill, plate mill and sheet mill were completed between 
the end of the first World War and 1924. 


In 1924, however, great financial difficulties were experi¬ 
enced. The Imperial Bank of India, with whom the company 
had an overdraft arrangement, asked for additional security 
against the advances made to the company by the Bank. The 
company was unable to provide this additional security and, in 
order to accommodate it at this critical juncture, two of the 
partners of the managing agents’ firm, viz. Sir Dorab Tata and 
Mr. R. D. Tata, came to its rescue and offered the Bank the 
necessary additional security on their personal pronotes. 


Subsequently, when the company required additional finance 
for its working capital, the managing agents made an arrange¬ 
ment to obtain the necessary finance. As a condition to the 
grant of this loan, the managing agents agreed to pay to the 
lender a share of six annas in the rupee out of the managing 
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agency commission to be received from the company. Later, 
with the improvement in the company’s fortunes, the loan was 
repaid but the share of commission, which was reduced to 
4 annas in the rupee, continues to be paid by the managing agents 
under the above agreement. 

Even with the financial aid given by the managing agents 
and their friends it was found necessary to make constant repre¬ 
sentations to the Government for giving protection to the industry 
while vigorous efforts were made to reduce costs by rationali¬ 
sation and other economies in production. The valiant effort put 
in by the company and the managing agents was appreciated 
by the Government and the policy of half-hearted protection gave 
place to a better thought-out scheme. It was thus possible for 
the company by 1937 to state that it expected to be able to com¬ 
pete with imported products on equal terms, after the expiry of 
the period of protection in 1941. 

Since then the position in regard to imported products has 
been completely reversed. In fact, Indian steel is among the cheap¬ 
est in the world. The consumer is obliged to pay a higher price 
than is received by the various steel manufacturers in order to 
subsidise the imported product. The sacrifice undergone by the 
managing agents and consumers in the past has, therefore, been 
fully worthwhile. 

An analysis of the balance-sheets published in the past 
thirty years reveals that in the years immediately following the 
end of World War I there was ambitious planning. The issue 
of second preference shares for Rs. 7 crores in 1918 was a 
remarkable achievement even in the then prevailing state of the 
capital market. It would not have been possible to place such a 
large issue but for the special interest taken by the institutional 
investors and princely states*. Thus, in 1918-19 the paid-up 
capital in second preference shares was Rs. 67.01 lakhs. In 
1920-21 there was a rise to Rs. 2.80 crores. By the end of 
1922-23 the preference shares had been called up to the extent 
of the full face value. It would have been difficult to realise all 
the uncalled amounts but for the special classes of share-holders 
who had taken up the issue. 
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Side by side with the increase in the paid-up capital from 

Rs. 3.49 crores in 1918-19 to Rs. 10 44 crores m1924-25.ftere 

was a jump in the gross block expenditure from Rs. 6.72 crores 
to Rs. 20.61 crores or an addition of nearly Rs. 14 crores. The gap 
of Rs. 7 crores between the increase in paid-up capital and tn 
expenditure on block was met to the extent of Rs. 3 crores by 
the provisions towards depreciation. The balance of Rs. 4 crores 
had somehow to be found. Borrowings increased from 
Rs. 3.5 crores to Rs. 7.8 crores. It was at this stage that a sum 
of Rs. 1 crore was secured through the late Mr. F. E. Dinshaw 
from the Gwalior State and a sharing arrangement in the agency 
commission, as indicated above, was agreed to. 


The creation of a heavy prior charge on account of a larger 
preference capital, of course, proved troublesome and the profits 
did not permit of more than the depreciation provision. The 
payment of dividends, even on the first preference shares, was 
not found possible in 1923-34. As regards the second preference 
shares, a scheme of arrangement had to be agreed to in 1926 
under which the arrears of dividends on the second preference 
shares amounting to Rs. 26/- per share were to be paid out 
of half the surplus profit, after providing for depreciation. 
Interest was payable at 4% on the arrears of dividends. It was 
not possible to pay the regular dividends on preference shares 
till 1933-34 and only in 1938-39 the last rupee was paid on 
account of the arrears. 


The programme of expansion in 1918-24 meant, in the then 
existing conditions, an over-extension of the activities of the com¬ 
pany and the creation of capacity which could not be fully 
utilised on account of the acute competition from the Conti¬ 
nental producers. 

In 1927-34, the controversy regarding the scheme of pro¬ 
tection was still going on though the quantum of such protection 
was increased. The managing agents were sure that they 
would be able to carry out further extensions if only the depre¬ 
ciation charges could be earned. There was a great advantage 
in regard to capital expenditure as plant and machinery were 
easily available and prices also were lower. Thus, the company 
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proceeded to implement the promise to the Tariff Board and 
further extensions to plant and machinery for the purpose of 
securing a larger output of steel at greatly reduced costs were 
undertaken. It was expected that, after the completion of the 
various extensions, the production of pig iron would be over 
800,000 tons and of finished steel about 600,000 tons. The esti¬ 
mated total cost was about Rs. 3 crores and the time required 
for completion 5 to 6 years. It was anticipated that the whole 
of the expenditure could be met as required, year to year, from 
the depreciation funds without involving the necessity of raising 
additional capital or new loans. 

Even though profits were not quite satisfactory the earning 
of the depreciation allowances was greatly helpful as in 1928-34, 
the sums provided towards depreciation resulted in the value of , 
the net block coming down to Rs. 13.51 crores in 1933-34 from 
Rs. 15.88 crores in 1928-29 (there was fresh expenditure of over 
Rs. 2 crores). The increase in the total of other funds was also 
helpful. With the result, debenture indebtedness declined by a 
little over Rs. 50 lakhs. Thereafter, reserves grew more rapidly 
and with larger trade credits and bank finance the debentures were 
completely wiped out in 1938-39. 

By the end of 1952-53 additional expenditure of over 
Rs. 20 crores had been incurred on the gross block, in a period 
of 14 years. Very nearly the whole sum was found by provisions 
towards depreciation. The increase in the size of the reserve 
fund was rather impressive, being Rs. 11.0 crores. These were 
helpful in finding the additional requirements in terms of working 
capital. Stocks and stores rose by nearly Rs. 11.5 crores and 
outstandings by over Rs. 5.6 crores. 

After 1948-49 the problem of finance has once again present¬ 
ed itself with the obligation to replace plant and machinery at 
prices very much higher than those of the machinery going out of 
commission. Besides, the company is busily engaged on a large pro¬ 
gramme of expansion. The total cost is expected to be over Rs. 40 
crores. Arrangements have been made with the Government for an 
interest-free loan of Rs. 10 crores, for the expansion and 
modernisation of the company’s plant. It may perhaps be neces- 
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sary to raise additional tirnds^at a asfar 

^possible, additional equity ^fdi^t^cSe'^ter’ 1957 

balance-sheet will thus present . * jJS to be completed. Im- 
when the expansion programme P the cap i ta l structure 

mediately, it has been decided to re "° r ^, b etwtL the equity 
as i, w„ felt to, tore was between to 

value of the gross b oc an P tato or dinary shares at 

with the conversion of the deferred ^ ^ ^ reserves 

the ratio fixed by^e media^, ^ tQ the holders 

of ortoaryThares after conversion, at the rate of one new ordi- 
^ shi^for every ordinary share held THese changes will be 

reflected in the balance-sheet for 1953-54. 

The output of steel, at the end of *e expansion programme 

is expected to increase by about 200,000 tons we 
mill will be erected in conjunction with Messrs Stewarts an 
Lloyds. Substantial progress has already been made on the v 

ous projects. 

The progress made by the company since the inception will 
be evident from the following table. 


OUTPUT OF PRINCIPAL PRODUCTS—1912-53 


tin tons) 


Year 


Coke 


Pig iron 


Steel ingots 


Saleable 

steel 


1911-12 

1919-20 

1923-24 

1930-31 

1937-38 

1943-44 

1950- 51 

1951- 52 

1952- 53 


45,000 

331,000 

612,000 

671,000 

896,000 

964,000 

978.000 

910,000 

891,000 


36,000 

219,000 

443,000 

714,000 

921,000 

1,148,000 

1 , 112,000 

1,129,000 

1,153,000 


3,000 

170,000 

235,000 

625,000 

899,000 

1,092,000 

1,061,000 

l’,057,000 

1,061,000 


1,000 

122,000 

163,000 

443.000 

674,000 

831,000 

784,000 

799,000 

790,000 



TATA IRON AND STEEL COMPANY LIMITED 
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TATA IRON AND STEEL COMPANY LIMITED 
Consolidated Balance-Sheet—1914-53 
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TATA OIL MILLS COMPANY 

LIMITED 

(Managing Agents: Messrs. Tata Industries Limited) 


The Tata Oil Mills Company Limited had a very chequered 
career in the early stages. For nearly 15 years, it was a job for 
the managing agents to keep the company in existence. Not 
many are perhaps aware that the giant company which owns two 
large factories manufacturing soaps, glycerine, perfumes, refined 
oils etc. could have had such a difficult past and that but for 
the persistent and selfless efforts of the managing agents in the 
earlier years and the grant of liberal financial aid, such a big 
edifice could not have come into being. 


TOMCO was established in December 1917 with an autho¬ 
rised capital of Rs. 1 crore and the subscribed capital by 
December 1919 amounted to Rs. 50 lakhs. In 1920, additional 
shares were issued at a premium of Rs. 200/- per share. It was 
at first contemplated to crush oil seeds and to export to foreign 
countries the vegetable oil produced, particularly to the U.S.A. 
However, soon after the company’s factory at Tatapuram started 
working in May 1920, the hopes of developing an export market 
in vegetable oils were frustrated on account of a worldwide 
slump in the trade and the heavy protective duties levied by the 
U.S.A. to foster the growth of the cocoanut oil industry in the 
Philippines. The company, therefore, incurred heavy losses from 
its inception and was forced to change radically its plans 
by devoting its attention to the manufacture of finished oil pro¬ 
ducts in the country instead of exporting the oils. Thus, a refi¬ 
nery was set up in 1923. Nonetheless, as the refined product 
constituted only a small proportion of the total production, 
the company continued to incur heavy losses so much so that, as 
on March 31, 1928, the accumulated losses amounted to nearly 
Rs. 43 lakhs in spite of writing off some of the losses against the 
premium received on shares. In the face of such he^vy losses, 
the company could not have survived but for the interest-free 
loans advanced to it by the managing agents from time to time. 
On 31st March 1928, these loans amounted to Rs. 34.97 lakhs. 
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With a view to writing off the heavy losses, the capital 
structure of the company was reconstructed in 1928. Under 
this scheme, the authorised capital was reduced from Rs. 1 
crore in 1 lakh shares of Rs. 100/- each to Rs. 25 lakhs 
in 1 lakh shares of Rs. 25/- each. After the reconstruction, the 
ordinary paid-up capital stood at about Rs. 21.50 lakhs, as com¬ 
pared to Rs. 92.44 lakhs before the reconstruction. Moreover, 
with the reconstruction scheme, the loan from the managing 
agents amounting to Rs. 34.97 lakhs was more or less extin¬ 
guished by (a) the managing agents foregoing Rs. 9.97 lakhs out 
of the loan, (b) issuing to the managing agents 6% non-eumula- 
tive preference shares to the tune of Rs. 22 lakhs, and 
(c) allowing the balance of Rs. 3 lakhs to stand as an interest- 
free loan to the company. The occasion was also utilised to 
write down the value of buildings!, machinery and other 
items on which adequate depreciation had not been allowed. The 
total adjustments under this reconstruction amounted to about 

Rs. 75 lakhs. 

It is after this capital reconstruction that things brightened 
up. With the commencement of the manufacture of soaps, the 
products of the company gained considerable popularity and 
the period of losses was left behind. But it was not before 
1939-40 that the first dividend could be paid on the ordinary 
shares and the managing agents were enabled to receive their 
commission. 

The objective all the time was to improve the earning capa¬ 
city. In the early ’thirties the company introduced toilet soaps, 
vanaspati and hair oils. Like the washing soaps, the toilet soaps 
also found immediate favour with the market. In 1935-36, the 
company put up a plant for manufacturing crude glycerine. The 
crude glycerine so made continued to be exported to the Euro¬ 
pean countries until the installation of a glycerine distillation 
plant at the Bombay factory referred to below. 

Encouraged by the growth of the popularity for its soaps, the 
company set up a second factory at Bombay, which began opera¬ 
tions in 1939-40. The construction of this factory was made 
possible by a liberal loan of Rs. 10 lakhs granted to the company 
by the agents. This factory is equipped with plants for the 
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manufacture of washing and toilet soaps, crude and distilled 
glycerine, hair oils, perfumes, eau-de-cologne and hydrogenated 
oils for industrial and edible purposes. 

The past decade and over has been a period of pro¬ 
gress. Regular dividends, though not very spectacular, have been 
paid on the ordinary shares and additional capital was raised 
at a premium to meet the demands on account of capital expen¬ 
diture. The shareholders have gained by the increase in the stature 
of the company while the managing agents have been vindi¬ 
cated in their faith. They can be and are justly proud of the 
work done by them both in times of adversity and prosperity. 

Although the managing agents were entitled to an office 
allowance of Rs. 12,000/- per annum and to a minimum manag¬ 
ing agency commission of Rs. 50,000/- per annum, they did fore¬ 
go the office allowance until 1930/31 and took no commission 
till 1939/40. Thus, apart from foregoing interest on loans and 
actually writing off part of the sums advanced to the company, the 
Agents gave up very substantial amounts by foregoing office 
allowance and managing agents’ commission for a number of 
years at a stretch. In addition to the assistance thus rendered 
to the company, the Agents also helped in getting finances from 
other sources. For example, the company has a cash credit 
arrangement with the Imperial Hank of India which could not 
have been possible if the Agents had not consented to stand 

as guarantors. 

Current guarantees have been given by Tata Sons Ltd. and 
Tata Industries Ltd., either jointly or*severally, to the Bank against 
the cash credit account of the company for Rs. 1.50 crores. 

Although for the last decade and a half the company has 
shown a steady improvement, it is not yet completely out 
of the woods. Its gross block as on 31st March 1953 stood 
at Rs. 1.59 crores against which it has a depreciation fund of only 
about Rs. 85.50 lakhs, which is totally inadequate judged by the 
standards of depreciation allowed under the Indian Income-Tax 
Act as well as the cost of rehabilitation. 
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BOMBAY DYEING & MANUFACTURING 

COMPANY LIMITED 

( Agents: Messrs. Nowrosjee Wadia & Sons Ltd.) 


It has not been given to many of the giants in industry to 
V e an affluent financial position right from the beginning an 
hrough merely a ploughing back of profits erect a colossal 
tmcture. The Bombay Dyeing & Manufacturing Company 
' jjjjjted is one of those fortunate few. Besides housing under 
me single roof the largest textile composite unit in this 
country, this company occupies a very prominent position in 

ie economy of the industry. 


The beginnings were on a very modest scale. The dye works 
were first started in 1879 as an experimental measure on the sea 
shore in Mahim (Bombay). The pioneers Mr. Dinshaw (after¬ 
wards Sir Dinshaw) Maneckjee Petit and Mr. Nowrosjee 
Nusserwanjee Wadia had keen business acumen and whatever 
they touched turned into gold. The project proved to be finan¬ 
cially successful as the special dyed yams were very popular. 
Even in those days the output was as much as 25,000 lbs. 

a day. 


Later, as some difficulty was found in securing grey yarn, 
it was thought necessary to start a spinning unit. The textile 
unit was formed into a separate company by name the Textile 
Manufacturing Company. By 1898, 37,500 spindles were operat¬ 
ing which were subsequently increased to 71,936, in 1906. It 
was, however, found that, over and above supplying the require¬ 
ments of the dye works, there was a surplus which was exported 
to China. The Chinese trade did not prove to be regular and 
it was eventually found advisable to instal looms. In 1904, 
600 looms were installed and the number was eventually increased 
to 1,300 in 1905 and to 1,686 in 1906. 

The balancing of production again created scarcity of dyed 
yam. Another textile unit had to be constmcted. It was at this 
stage that fresh capital was issued by Bombay Dyeing at 



( 24 ) 


a premium of Rs. 250/- per share or 100%. This enabled a 
sum of Rs. 10.24 lakhs to be realised. The Spring Mills began 
working on May 2, 1908. As the unit worked at a profit, the 
equipment was extended from time to time. In 1908, there were 
32,280 spindles and 630 looms. By the year 1924 there had been 
an increase to 111,112 spindles and 3,116 looms. This expansion 
made the Spring Mills the biggest unit under one roof in the 
whole of India. The Spring Mills were a part of Bombay Dye¬ 
ing & Manufacturing Company Limited. 

In 1918, in order to avoid the internal competition which 
had arisen between the products of the Spring Mills and those 
of the Textile Mills, it was decided to effect a merger. Accord¬ 
ingly, the Textile Manufacturing Company was absorbed by 
Bombay Dyeing by the issue of ordinary shares at par. The 
issued capital was then increased to Rs. 31.12 lakhs from 
Rs. 17.12 lakhs. 

The business of the dye works did not flourish after 1921 
with the introduction of dyes and chemicals by the German 
manufacturers. The textile units, however, continued to work 
profitably. The ginnin g unit was added in 1922 though it was 
formed into a limited company separately and the shares were 
taken up jointly with the Century Spinning & Manufacturing 
Company Limited. In 1953 the company purchased all the 
14,000 shares of the ginning company from Century so that the 
ginning unit is now practically a full subsidiary. 

The first balance-sheet of the company as on December 31, 
1879 given on the next page reveals the modest beginnings 
while the latest balance-sheet indicates the impressive growth in 

72 years. 

Even by 1920, as will be evident from the consolidated 
balance-sheet given on pages 27-28, the financial position of the 
company was very sound. Against the paid-up capital of 
Rs. 31.12 lakhs, reserve and other funds were as much as 
Rs. 1.11 crores. The requirements in terms of working capital 
were large with the result that there were unsecured loans amount- 
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ing to Rs. 79.19 lakhs and sundry debts of Rs. 35.98 lakhs. Con¬ 
siderable additions to plant and machinery were made wi the 
15 years ending 1935. By the time of the Diamond Jubi e 
brations in 1939, the company had attained its full stature. 


The gross block of Rs. 1.59 crores in 1920 had very nearly 
been doubled to Rs. 3.1 crores in 1938. Almost the whole a l- 
tional expenditure was found through provisions towards deprecia¬ 
tion. The depreciation fund rose from Rs. 81.72 lakhs to Rs. 2. 
crores in this period. The net block, as a result, was lower at 
Rs. 62.93 lakhs against Rs. 77.38 lakhs. The accretions to reserves 
were not large in the early years as trading conditions were diffi¬ 
cult. Nevertheless, bonus shares were issued in 1921 and the 
paid-up capital was increased to Rs. 62.75 lakhs from Rs. 31.12 
lakhs. This is the reason for the absence of any rise in reserve 
and other funds between 1920-38. In the war years, however, 
there was considerable accession of strength and reserves increased 
rapidly. In 1938-46 there was a jump to Rs. 2.6 crores in the 
total from Rs. 1.1 crores. As additional capital expenditure was 
insignificant, available resources were utilised for maintaining 
stocks and stores. There was capitalisation of reserves on two 
occasions (1947 and 1950), one bonus share being issued free to 
existing shareholders for every share held. Thus, by the end of 
1950 the paid-up capital had risen to as much as Rs. 2.51 crores 
from Rs. 62.75 lakhs in 1946. Allowing for the utilization of 
reserves to the extent of Rs. 1.88 crores for issuing bonus shares, 
there was an increase at the end of 1953 by Rs. 1.58 crores. 


The net block has been shown in the books at the very small 
figure of Rs. 59.31 lakhs. In the past few years the programme 
of rehabilitation has been taken on hand and the gross block has 
risen by Rs. 75 lakhs since 1946. But the main part of the pro¬ 
gramme is still to be executed and it was only recently indi¬ 
cated that, after this expansion is completed, there will be a 
material rise in the yarn output. The total expenditure is ex¬ 
pected to aggregate to Rs. 3 crores. Large orders for machinery 
have been already placed. 

Bombay Dyeing also is interested in the manufacture of che¬ 
micals and a company by name National Peroxide Limited is ex- 


* 
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pected to go into production in 1955. This company in associa¬ 
tion with Messrs. Laporte Chemicals Limited, London, will manu¬ 
facture hydrogen peroxide, a heavy chemical used in the process 
of bleaching textiles. At present large quantities of this chemi¬ 
cal are being imported. Out of the subscribed capital of Rs. 36 
lakhs, Bombay Dyeing has taken up Rs. 15 lakhs. 

Since the inception of the company the management has been 
in the hands of the Wadia family. The intimate knowledge not 
only of machinery but of every other detail necessary to the 
proper conduct and management of cotton mills possessed by 
this family, and by those whom they associated with them, has 
been the main reason for the resounding success of Bombay 
Dyeing. 


BOMBAY DYEING AND MANUFACTURING COMPANY LIMITED 


First General Balance Sheet from 23rd August to 31st December 1879 


LIABILITIES 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

No. of Shares 100 of Rs. 1,000 each 







Capital called upon 100 shares at 







Rs. 750 per share 

75,000 

0 

0 




Total 

75,000 

0 

0 




ASSETS 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

Immovable Property— 







Land Account Mahim property 

5,000 

0 

0 




Building Account 

14,000 

0 

0 




Moveable Property— 







Plant & Machinery account 

9,582 

3 

1 

28,582 

3 

1 

Stock in Trade 







Chemical Account from England 

23,824 

9 

4 




Chemical Account from Bombay 

2,167 

13 

8 





25,992 

7 

0 




Less—Amount realised from dyed yarn 

3,083 

5 

1 

22,909 

1 

11 

Preliminary & Sundry Charges Account 




8,092 

1 

1 

Wages & Sundry payments 




Cash & Investment— 







Balance with Agent in England 

394 

7 

1 




Balance with Mr. N. N. Wadia 

2,323 

8 

0 




Cash in Bank of Bombay 

12,532 

12 

9 




Cash in hand 

165 

14 

1 

15,416 

9 

11 


Total 


75,000 0 0 
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BOMBAY DYEING & MANUFACTURING CO. LTD. 
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kesoram cotton mills 

LIMITED 

(Managing Agents: Messrs. Birla Brothers Ltd.) 


Kesoram Cotton Mills Limited, which is now the biggest 
composite unit in Bengal and has also a large hosiery section, had 
chequered career till 1936. Even before the company was 
formed in 1919 the present unit in Matiabruz, Calcutta, had 
changed hands twice. The business was started originally by 
Sir David Yule and the mills were first run by Bengal Mills Com¬ 
pany Limited, incorporated in England. Subsequently, they were 
taken over by the Allied Cotton and Dye Works under the same 
m anag ing agents. Then Mr. Kesoram Poddar took over and the 
company under the above name and style came into being in 
1919. Messrs. Birla Brothers had some interest right from the 
beginning as they were also acting as the banians to the company 
for a time. However, it was not before 1924 that they actually 
took over complete charge. In the meantime, Messrs. Halwasiya 
Sonthalia & Co., came in place of Messrs. Kesoram Poddar & Co. 

During the period 1919-26, it was not all smooth sailing. 
The extension of business into Pondicherry by purchasing two 
mills did not prove to be profitable and these had to be sold at a 
heavy loss, the net loss being over Rs. 9 lakhs. 

After 1926, business conditions were extremely bad and, 
as happened with nearly every major unit in the cotton textile 
industry, heavy losses were incurred. The Managing Agents had 
to advance large sums and at one stage the company was owing 
to them as much as Rs. 18.6 lakhs. TCie preference dividends 
were in arrears and even normal depreciation could not be pro¬ 
vided. Meantime, the machinery had become old and it was felt 
that, without complete renovation and addition to capacity, the 
company’s ability to earn profits could not be maintained and 

much less improved. 

In the early thirties the managing agents, therefore, address¬ 
ed themselves to this task and it was decided to manufacture 
dhoties and sarees of fine counts. The hosiery section also made 
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a beginning. The monetary help rendered by the managing 
agents and the cash credit arrangement with the Imperial Bank 
of Ind!a (guaranteed also by the managing agents) proved to 
be helpful. It was necessary also to think in terms of a capital 
reconstruction scheme in September, 1930. Under this arrange¬ 
ment, the arrears of dividends amounting to Rs. 7 lakhs were to 
be payable in 20 instalments along with the current dividends 
while the ordinary shares of Rs. 10 each were written down to 
Rs. 2/8/- each. This gave the opportunity to write down the 
value of buildings and machinery substantially. The programme 
of additions to plant and machinery commenced in the early 
’thirties has continued since. 

The additions to the number of looms and spindles since the 
company was taken over by Messrs. Kesoram Poddar & Co. in 
1920 can be known from the table given below : 


Year 


Looms 

Spindles 

1920 

■ * 

1,260 

64,248 

1924 

¥ + 

1,270 

78,536 

1938 

-1 * 

1,850 

78,536 

1946 

* I 

1,990 

57,900 

1954 

* * 

1,990 

71,400 


The scheme regarding the payment of arrears of dividends 
worked well though the payment of instalments had to be passed 
on one occasion. In the half-year ended March, 1937, how¬ 
ever, the profits exceeded Rs. 5 lakhs and, as stipulated under 
the terms of the arrangement, the balance of arrears amounting 
to Rs. 2.2 lakhs was paid off. 

It was only after 1940, however, that there has been a definite 
improvement in the fortunes of the company. The fortitude of 
the ordinary shareholder has been more than amply repaid as 
since 1942 bonus shares have been issued on four occasions and 
dividend distributions also have been satisfactory. 

It would now be interesting to examine the changes in the 
balance-sheets since 1920 and determine how the company has 
grown in stature over three decades. As has been already 
indicated, in the first decade the managing agents had to contend 
with the slump in the textile trade and the difficulties consequent 
on the acquisition and disposal of the two mills in Pondicherry. 
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There were some additions to the block amounting to Rs. 30 lakhs 
between 1920 and 1930. The balance-sheet as on March 31, 
1031 reflects the effect of the capital reconstruction scheme, the 
riet block being lower at Rs. 33.38 lakhs against Rs. 80.83 lakhs 
September 30, 1930. The paid-up ordinary capital was 
reduced to Rs. 15 lakhs from Rs. 60 lakhs. Thereafter, the 
corner has been turned. The value of the gross block rose 
steadily from Rs. 61.88 lakhs to Rs. 88.39 lakhs in 1941 and to 
Rs 1 09 crores in 1946. As it was considered necessary to show 
the true value of the plant and machinery, consequent on the rise 
in prices in the post-war years, there was a conservative revalua¬ 
tion and the block was written up by Rs. 1.46 crores in 1950. 
But the programme of expansion has been continued and the 
gross block now stands at Rs. 4.00 crores after revaluation. 
In 1946-53 there has been expenditure to the extent of 
Rs. 1.45 crores. A sizable investment portfolio had been built up 

and cash balances are ample. 


The changes in the liabilities side are equally significant. 
In the first four years, 1920-24, profitable conditions were ex¬ 
perienced and substantial reserves were built up. Between 
1924-31 they had to be run down to meet current and capital 
losses. In the capital reconstruction scheme the shareholders had 
to forego Rs. 45 lakhs. But since then alone the paid-up 
ordinary capital has risen by Rs. 1.05 crores to Rs. 1.2 crores 
through the issue of fully paid-up bonus shares while the reserves 
have increased to over Rs. 90.6 lakhs from under Rs. 3 lakhs, 
even after the capitalisation of Rs. 1.05 crores. The loans advanc¬ 
ed by the managing agents were completely written off by 1943. 

Such a transformation in the affairs of the company has been 
obviously due to the sacrifices undergone by the managing agents 
and the shareholders during the critical period 1925-35. The 
mills at present have about 71,400 spindles and 1,990 looms. The 
hosiery section is very large and is turning out undergarments of 
various types. There are 149 machines working and the additions 
in recent years have been impressive. 

-: 0 :- 



KESORAM COTTON MILLS LIMITED 
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BIRLA JUTE MANUFACTURING 

COMPANY LIMITED 

(Managing Agents: Messrs. Birla Brothers Ltd.) 


Birla Jute Manufacturing Company Limited is one of the* 
most successful enterprises in the Birla group which has grown into* 
an undertaking of considerable size in the industry over a period. 
There were only 450 looms to begin with. Subsequently, the 
number of looms rose to 600, 800, 1101 and 1301 from time to* 
time. In 1937 the total number of looms was 1,373 which num¬ 
ber has been maintained till date. Besides, the company has not 
been engaged merely in the manufacture of standard goods. It 
has specialised in the production of carpets, special types of 
furnishing fabrics, jute webbing etc. 

The company commenced production in 1920 with a paid- 
up capital of Rs. 48.23 lakhs, Rs. 24.37 lakhs in the form of 
ordinary shares of Rs. 10 each and Rs. 23.86 lakhs in 7i per cent, 
preference shares of Rs. 100 each. Right from the beginning; 
the managing agents have been active. By 1925, capital expendi¬ 
ture had considerably exceeded the paid-up capital and it was 
necessary to raise loan capital, firstly, in the form of sterling 
debentures and then in rupee debentures. The difficult conditions* 
under which the additional capital had to be raised will be evident 
from the fact that the rupee debentures carried an interest rate 
of 9 per cent, per annum. Subsequently, however, the rate was* 
reduced to 5£%. 

Besides raising loan capital, the managing agents had at one 
stage advanced as much as Rs. 32 lakhs to the company. There 
were also loans secured from banks on joint guarantee. 

The paid-up capital at the end of March 1925, was thus 
Rs. 49.01 lakhs and debenture capital Rs. 15 lakhs. Small 
reserves had been built up which amounted to Rs. 3.50 lakhs. 
There were secured loans for Rs. 13.1 lakhs and loans obtained 
from the managing agents for Rs. 14.11 lakhs. The expenditure 
on the gross block had increased from Rs. 24.39 lakhs to Rs. 88.59- 
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lakhs in 1921-25 against which depreciation charges had been 
earned only to the extent of Rs. 8.01 lakhs. The net block ha 
thus a value of Rs. 80.58 lakhs, very much more than the total 
capital, including debentures, of a little less than Rs. 65 lakhs. 
From the inception of the company till March 1923 the manag¬ 
ing agents relinquished their total remuneration by way of com¬ 
mission. Besides, large sums of remuneration by way of com¬ 
mission were relinquished by them from time to time as per details 

given below i 

Rs, 


For half-year ended 30th Sept. 1929 
For half-year ended 30th Sept 1938 
For half-year ended 30th March 1939 
For half-year ended 30th Sept. 1939 


50,000/- 

91,000/- 

72,000/- 

1,700/- 


By 1930 there was a further increase in the gross block to 
Rs. 1.1 crores. But the regular depreciation provisions were help¬ 
ful and the net block was only slightly higher at Rs. 82.27 lakhs. 
Reserves had been built up amounting to over Rs. 19 lakhs. It 
was possible, therefore, to reduce the loans from the managing 

agents. 

In 1930-35, however, there was a setback with the onset 
of a worldwide depression. But for the comfortable financial 
position and the helpful policy of the managing agents the losses 
could have been very much more. Ways and means were devised 
io earn income from new sources. A substantial part of the 
reserve, however, had to be utilised for wiping out the deficits. 
This is the reason for the decline in reserves from Rs. 19 lakhs 
in 1930-31 to Rs. 5 lakhs in 1934-35. 


After 1935, better trading conditions were experienced and 
reserves could again be built up. Actually, in 1938 the deben¬ 
tures were repaid and the indebtedness in loan capital was 
eliminated. Additions to the block have been carried out 
periodically. But they did not call for an outlay of more 
than Rs. 60 lakhs, in a little over a decade. The increase 
in the gross block value to Rs. 3.06 crores at the end of March 
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31, 1953, is due to the upward revaluation of assets by Rs. 1.45 
crores and the creation of a capital reserve for a corresponding 
sum. In the last decade and a half a very impressive financial 
position has been built up. Even after the capitalisation of 
Rs. 6 lakhs in 1943 for the distribution of bonus shares on the 
basis of one share for every four shares held, reserve and other 
funds in 1952-53 were Rs. 1.16 crores against Rs. 5.77 lakhs in 
1939-40. The increased resources have been put to good use. 

A subsidiary company for the manufacture of linoleum, used 
for floor coverings, was floated in 1948 and out of the capital of 
Rs. 25 lakhs, investment in the subsidiary company is to the 
extent of Rs. 20 lakhs. This is a completely new line in India, 
Resides finding internal market “Lino”, as is commonly called, 
is being exported to foreign countries. It will thus not only 
enable a saving in foreign exchange expenditure on imports, but 
also lead to the creation of a good export trade in a new line. 

In order to expand the activities of the Company further, 
the Management decided to start a factory for producing Calcium 
Carbide. This is entirely a new industry in India and there 
is ample scope for its development. The factory is expected to 
commence production in August 1954, 

The Birla Jute Manufacturing Company Limited has thus 
expanded its activities in many directions and has justifiably earn¬ 
ed for itself the reputation for being one of the most enterprising 
units in the industry. The management is progressive in its 
outlook and the expenditure on labour welfare is very generous. 
Workers have been housed in well-laid out colonies and the 
amenities provided leave little to be desired. 




BIRLA JUTE MANUFACTURING COMPANY LIMITED 
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HUKUMCHAND jute mills 

limited 

(Managing Agents : Messrs. Ramdutt Ramkissendass) 

Hukumchand Mills (Calcutta) Limited, was formed in 1921 
der the management of Messrs. Sir Sarupchand Hukumchand 
« Company in an ambitious way with an authorised capital of 
rs 80 lakhs, divided into 40,000 7 per cent preference shares 
of Rs. 100 each and 4 lakhs ordinary shares of Rs. 10 each. 
The paid-up capital was Rs. 40 lakhs. Two mills were constructed 
before 1925 with a loomage of 695 and 406 respectively. The 
table below shows that important progress was achieved by 
March 1925 and that till 1933 there was a continuous process 

of expansion. 


INCREASE IN LOOM CAPACITY IN 1922 53 


Period 


Hessian 

Sacking 

Total 

Sep. 1922 

. * 

m * wp 

- * 

425 

Mar. 1923 

* V 

290 

175 

465 

Sep. 1923 

- - 

325 

231 

556 

Mar. 1925 

* f 

693 

408 

1,101 

Sep. 1930 

» * 

. . 1,090 

661 

1,751 

Mar. 1938 

. - 

. . 1,519 

753 

2,272 

Mar. 1953 

p * 

. . 1,519 

753 

- a-- 

2,272 


No. 1 mill went into production on April 4, 1922 with 
40 looms which was increased to 425 looms in a short period. 
There was a further increase to 556 looms by 1923. The con¬ 
struction of No. 2 mill was undertaken during the half-year ended 
March, 1924 and put into commission by November, 1925. In 
1932 the management purchased the Beliaghata Mills consisting 
of 205 looms taking the total loomage to 2,215 at both places. 
In the first ten years, working conditions were satisfactory 
and the management was able to build up an impressive reserve 
position, capital expenditure being partly met out of reserves. 
But between 1930 and 1937 the company struck a very bad 
patch both due to adverse trading conditions and bad manage- 
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ment. Available resources were dissipated and at one stage it 
was thought the affairs of the company would have to be 
wound up. 


Between 1930-37 nearly Rs. 45 lakhs were utilised from 
reserves to wipe out losses. Even normal depreciation could not 
be provided from current earnings and transfers had to be made 
from the reserve funds to the depreciation account. Even so, the 
position was not satisfactory and there were unadjusted losses. 
There was complete lack of confidence as the conditions in the 
industry were not satisfactory and the shares were quoted at ridi¬ 
culously low prices. However, as Hukumchand Jute Mill was one 
of the biggest units in the industry, it was felt that, given efficient 
management and adequate working capital, the affairs could be 
put on a proper basis. It was at this stage that the present mana¬ 
ging agents Messrs. Ramdutt Ramkissendass took over. All 
outstanding dues were guaranteed by the new managing 
agents. Since then there has been a progressive improvement 
in the fortunes of the company. It took considerable effort and 
time to eliminate the previous losses and resume payment of 
dividends to the share-holders. Only after ten years they could 
be resumed. They have since been regularly paid and a satis¬ 
factory position has been built up. 

A study of the balance-sheets of the company from 1920 to 
date makes very interesting reading. Up to 1930 the company 
was a big success. The paid-up capital increased to Rs. 67.96- 
lakhs from Rs. 39.96 lakhs in 1920. Large reserves amounting 
to Rs. 55 lakhs had been built up particularly between 1925 and. 
1930. Good dividends were also paid. But the decline started 
soon after. The company suffered both from bad trading con¬ 
ditions and bad management. The reserves were almost com¬ 
pletely eaten up by 1939. Even normal depreciation could not 
be provided out of current profits and very frequently transfers 
from reserves to depreciation fund had to be effected, as indi¬ 
cated above. 

In the earlier stages, when large expenditure was in¬ 
curred on increasing the block it became necessary to issue 



# 
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debentures from time to time. First mortgage debentures 
vfr Rs 5000 each carrying interest at 8 per cent, per annum 
m j ssue( j for Rs. 10 lakhs in 1923 which were taken up fully 

* hv the managing agents. In 1925 new debentures were issued 
for another Rs. 12.45 lakhs making the total to Rs. 22.45 lakhs. 
The second mortgage debentures amounting to Rs. 7.45 lakhs 
were paid off in January 1928 and the debentures outstanding on 
March 31, 1928 were for only Rs. 15 lakhs. Hardly had the phase 
of rapid expansion been completed the period of losses com- 
enced. In 1932 and 1933 new debentures worth Rs. 40 lakhs 
were issued, in connection with the acquisition of the Beliaghata 
mill The 8 per cent first mortgage debentures for Rs. 15 lakhs,, 
issued in 1923 and 1925, were paid off in March 1934. 

When the new managing agents, Messrs. Ramdutt Ram- 
kissendass, took over, the position of the company was far from 
satisfactory. The paid-up capital was Rs, 70 lakhs while the 
outstanding debentures were Rs. 40 lakhs. There were small 
reserves amounting to Rs. 1.7 lakhs. Sundry debts were 
Rs 72 lakhs. The debit balance in the profit and loss account 
was the large sum of Rs. 28.5 lakhs. The ordinary shares were 
naturally quoting in terms of annas instead of rupees. 

From the very start, the new managing agents have been 
very active. To augment the depleted resources of the company 
they had to issue further debentures which were as much as 
Rs. 77.64 lakhs on March 31, 1940. They also advanced large 
sums to the company. All the debentures carrying high rates 
of interest were paid off, thereby reducing the burden in this 
regard. The comer was turned and straight from the beginning 
it has been a story of successes. The accumulated losses were 
progressively reduced till they were completely wiped out in 1947. 
Large arrears of preference dividends amounting to Rs. 15 lakhs 
were paid off and the payment of ordinary dividends was resumed 
in 1947, after a lapse of 10 years. Debenture indebtedness also 
has been considerably reduced. At the present moment, the com¬ 
pany’s loan capital amounts to only Rs. 25 lakhs consisting of 
2,500 3J per cent taxable bonds of Rs. 1,000 each. Reserves 
have been progressively increasing and amounted to Rs. 40 lakhs 
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on March 31, 1953. In March, 1954, a sura of Rs. 22.5 lakhs, 
being part of the reserves, was capitalised and bonus shares 
were issued bringing the paid-up capital to Rs. 92.5 lakhs from 
Rs. 70 lakhs. 

On the assets side, it has already been indicated that a 
large amount of capital expenditure was incurred in the earlier 
years. In the past decade and a half it was a serious task, there¬ 
fore, to earn not only the arrears of depreciation allowances but 
also the current charges. The losses also had to be wiped out. 
There are now no intangible items and the balance-sheet position 
is very healthy. More recently, some useful additions to block 
have been made and capital expenditure amounting to Rs. 24 lakhs 
(since 1946) has been incurred. 

Hukumchands are naturally considered to be among the 
.most efficiently managed units in the industry. The part played 
by the present managing agents in rebuilding this enterprise to its 
.present position will be easily recognised. 


: o :- 


ttUKUMClIAND JUTE MILLS LlMITEb 

Consolidated Balance Sheet—1920-53 % 

30-9-1920 31-3-1925 31-3-1930 31-3-1940 31-3-1946 31-3-1953 


2 


m 

2 


2 


* 

GO 

pi 


& 


CO 

Pi 


CO 


VS 

CM 


vs 

a 

oo 

ol 


O M ro 
O m o 

<=> S 

O ov ^ 

"'t* S °° 

co _c 

*— oo 


f 


co 


O N O *o«n 

o Tt io o 

O OO Tf <0 

ft ► 

© o\ © o\ in 

o no r- co 

** ft •* #* 

m *—» as oo 


co 

vo 

•* 

Tj- 

CM 

A 

CM 

CM 


vs 

o 

#* 

On 

in 

•* 

CM 


vs 

VO 

OS 

ft* 

On 

r- 

ft* 

r^ 

vs 


m 


o 

CM 

CM 

CM 

"<r 

© 

M- 


o 

os 

o 


*n 

o 

vo 

OO 

CO 

m 

CM 


o 

ft. 

vs 

• ro 

os 


r-~ 

•v 

ft— t 


ro 

oo 

■ as * 

r^ 1 

VO 

O 

r- 

vs 


© 

© 

oo 


W+ 


•*- 

vo 

h' 

CM 

\D 

r- 



CM 



^—l 









<N 


O oo 

© co 

vo r- 

ft » 

CM ro 
OS O 

^ ft 

oo as 
co cm 


oo 

CO 

CO 

ft* 

NO 
ON 

•ft 

t-* 

i so 


O m 
O ro 


O O ON 


O oo O 

o o o 

ft ft ft 

m in © 

rH ^ y—t 


in m 

<N t}- 


ft ft 


*n co 

CM 


On vO oo no 

• ni o no co 

N O ^ OO N 

ft p ft ft 

OO CO CO NO 

co co Tf 

ft ► ft 

on in oo 


o m 
o r- 
r- o 

ft ft 

CO CO 

ON On 
co N 


<N 


© in 

© ON 

O m 

ft 4ft 

O m 
O On 

ft ft 

O ON 

<s| *— 


* 

© 

© 

© 

vs 

© 


VO 

r- 

vs 

vo 

as 

Os 

VO 

© 

© 

CM 

© 

VS 

On 

CM 

oo 

VS 

CM 

CM 


© 

ft* 

© 

** 

VO 

ft* 

© 

ft* 

ft* 

ft* 

VD 

#» 


#* 

CM 

vs 

ft* 

T+ 

in 

vs 

00 

© 

© 

vs 

ON 



vs 

OS 

N 

VS 



ON 

in 

#* 

ft* 


© 

ft* 

m 

© 

** 


ft* 

ft* 

cs 

oo 


▼—1 

oo 


cs 

rS 

m 


as 

: vo 

cs 




CM 




ft-* 


Tf 

«* 












i i 

vs 









vs 



Os 









r- 

as 

vO 

vs 

• 

- 

# 

ft 

■ 

4 

* 

4 

oo 


VO 

ftt 

in 


f 

ft 

■* 

m 

*' 


4 

cs 

as 

oo 

ON 









CM 


rs 

ft* 

ON 











© 

CO 













* 

4 

# 


m 

4 

4 



*■ 

# 


5 

P< 

ed 

u 

a 

p 

1 

*0 

i ft4 

ca 

a* 


o 
u 

G i^i 

U cd 

Ih r« 


U. 


t-H 

£ ^ 

- o 


■e 3 

o 
H 


M 


*o 
c 

g> £ 
2 u 

g > 

’S £ 

Q 


V) 

*o 


G 

O 

X 

03 22 

^ c 

O 


Ut 

® «S »-4 

v—i 4) 

> a> 

Ul 1_ft G 

<D 3 

*S Sin u 

O e* <3 d 


to 

c 

to 

cd 

a 

cd 


v) 

c 

cd 

O 

t-4 

*T3 

u 


09 

X> 

G 

O 

T3 


o 

< 


Q 


00 


C/5 


O — P 

'—Go 

<D CJ 
O tJ) co 

3 <- C 

Q ^ P 


Vi 
V3 

- o 
-o >4 
■u « 

so^ 

O (M w 

CU O 

o xs o 

Ph O Oh 


< 

O 

£—4 


VS 


CM 

r- 

Oft 

Pi 

ui 

Cl 

CJ 

U 

c5 

.2 

CO 

a 

OT 

CO 

a> 


HUKUMCHAND JUTE MILLS LIMITED 
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rohtas industries 

limited 

(Managing Agents : Messrs. Sahu Jain Limited) 


Rohtas Industries Limited (formerly Rohtas Sugar Limited) 
started in 1933 with a sugar factory. In the course of two 
a ^ des since then, Dalmianagar has witnessed the establishment 
f everal new industrial units, including a cement factory, paper 
I tory pulp plant, vanaspati plant, asbestos cement sheets plant, 
faC Yh e capacities of these plants have been expanded and 
^movements effected. Today the total value of production of 
the different factories in Dalmianagar is about Rs. 6 crores per 
e ™ The capacities of a number of plants that operate 

under Rohtas Industries Ltd. are given below : 

Present Capacity 


Cement Plant 

3,50,000 tons 

Paper Factory 

18,500 ,, 

17,000 „ 

Sugar 

Asbestos Cement Plant 

3,600 „ 

Chemicals : 


Sulphuric acid 

3,600 ,, 

Caustic soda 

1,800 ,, 

Alum 

6,400 ,, 

Liquid chlorine 

1,800 „ 

Bleaching powder 

2,100 „ 

Vanaspati 

14,500 „ 


per annum 



yy 

?? 

yy 

yy 

yy 


yy 

yy 

yy 

yy 

yy 

yy 

yy 

yy 

yy 

yy 

yy 


Even in the late ’thirties, there were four units manufac¬ 
turing sugar, paper, cement, caustic soda and bleaching powder. 
The erection of the cement factory was completed in 1937 and 
the paper factory in 1938. The manufacture of duplex board 
was undertaken for the first time in this country. 


During the war years, the various units did special work for 
the Government departments. In the years of 1942/45 the pro¬ 
duction of plywood, vegetable ghee, special varieties of boards 
and some new chemicals was undertaken. 
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In the post-war years particularly, strident progress has 
been made. In the first phase of expansion, a new cement plant 
was installed which virtually resulted in a more than doubling 
of the capacity. Production rose from 1,11,827 tons in 1949/ 
50 to 3,35,020 tons in 1951/52. With the modernisation of 
the first kiln, it is expected that there will be a further addition 
to the capacity by 15,000 tons. The power house is being 
completely modernised. 

In the paper and pulp section, recently a plant for the 
manufacture of pulp from bagasse has been installed and is on 
regular production. This is the first of its kind in India and 
probably the second in the world. Hitherto, bagasse has been 
largely used as fuel or discarded as waste. Plants for the manu¬ 
facture of light-weight tissue paper have also been installed and 
have gone into production. Real light-weight tissue paper is 
being manufactured by this company for the first time in this 
country. Thus, in 1946/52, capital expenditure of nearly 
Rs. 4 crores has been incurred. 

This policy of specialisation and diversification of produc¬ 
tion has been so successful that the capacity is to be further 
increased. A large programme of fresh expansion has been 
drawn up for extending the capacity of both the pulp plant and 
the paper factory. The pulp plant is being modernised in order 
to yield a higher recovery of chemicals and saving in steam and 
extension of capacity to meet the increased requirements. Orders 
for two paper machines have also been placed which will con¬ 
centrate on production of those qualities of paper which are 
largely being imported now. The capacity of the board unit 
also is to be raised by 50% in order to cope with the increasing 
demand for its output. On the completion of the various plans, 
it is expected that Rohtas Industries will be among the biggest 
manufacturers in the paper industry. Plans for the expansion 
of the chemical section are also under contemplation. 

This impressive progress has been achieved due to the effort* 
and initiative of the managing agents. The consequent finan¬ 
cial requirements were also arranged by them when it was not 
possible to call further capital from the market At particular 
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gtages, loans amounting to over Rs. 1 crore have been secured. 
For ;om ^ tirnf * in the ’forties the company had to pass through 
difficult times and the managing agents agreed to forego their 

commission. 

Between 1939-40 and 1943-44 and again between 1947-48 
and 1949-50, commissions on sales and/or on profits were not 
charged. There were also occasions when the managing director’s 
remuneration was waived. For instance, during 1945-46, the 
managing director had foregone his remuneration amounting to 
Rs. 60,000. Between 1947-48 and 1949-50, no commission 
was charged on profits while the amounts of remuneration waived 
by the managing agents came to Rs. 1.8 lakhs. 

The noteworthy feature of the expansion programme initi¬ 
ated by the managing agents at various stages is the concentra¬ 
tion on the manufacture of products which have been undertaken 
for the first time in this country and which have enabled a large 
saving in expenditure on imports. Continuous efforts are also 
being made to improve quality by research and experiment. 

Apart from such improvements in production and extension 
of capacity, the Managing Agents have been taking steps to faci¬ 
litate the manufacture of spare parts for various industries 
in the country by purchasing their requirements of spare parts 
for the cement factory and other units from within the country as 
far as possible and by strengthening the engineering department 
in order to undertake manufacture of spare parts. Arrangement 
is being made for the manufacture of beaters and refiners for 
the paper industry in the company’s workshops to meet their 
requirements and also in due course those of the other paper 
units in the country. 

The modest beginnings of the combine will be evident from 
an analysis of the balance-sheets published in the past twenty 
years. In 1933, the paid-up capital was only Rs. 16.39 lakhs. 
There were also debentures for Rs. 6.20 lakhs. Small reserves 
amounting to Rs. 4.5 lakhs had been built up. The gross block 
expenditure as on March 31, 1935 was more than the paid-up 
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and loan capital at Rs. 24.05 lakhs. In the course of the next 
three years, a large expansion scheme was put through and 
capital expenditure for over Rs. 93.5 lakhs was incurred. Addi¬ 
tional capital had to be raised in all forms and the paid-up 
ordinary, preference and loan capital increased by nearly 
Rs. 55 lakhs. A premium on the issue of ordinary shares was 
realised. The balance was found mostly from accumulated re¬ 
serves, but large loans had also to be obtained. 

The history of Rohtas Industries, however, as has already 
been indicated, is one of continuous growth. On October 31 
1945, the gross block value increased further to Rs, 2.74 crores 
from Rs. 1.18 crores on October 31, 1938. Again, fresh capi¬ 
tal on a large scale was raised. The preference capital increased 
by Rs. 34.81 lakhs, ordinary capital by Rs. 84 lakhs and deben¬ 
tures by about Rs. 12 lakhs, in all Rs. 1.30 crores. But, as 
before, the full requirements could not be found especially as 
working capital requirements had increased. By 1948, it was 
necessary to repeat this process and the debenture and prefer¬ 
ence capital rose significantly by Rs. 50 lakhs in each case. 
The value of the gross block rose during this period by Rs. 91 
lakhs. The sums raised by way of depreciation allowances were 
helpful in some measure. 

But the last five years under reference, 1948-53, have mark¬ 
ed the most intensive period of development and the block stood 
on October 31, 1953 at the impressive figure of Rs. 6.59 crores. 
There has been no change in the paid-up capital and the most 
important feature is the provision of the necessary funds by the 
managing agents and their allied agencies and/or on the personal 
guarantees of their directors either for capital expenditure 
or working purposes whenever required. Unsecured loans 
have increased as a result of the accommodation provided 
by them. Depreciation allowances also have been helpful. The 
increase in the balance-sheet total from Rs. 37.46 lakhs in 1935 
to Rs. 6.52 crores in 1953 typically emphasises the vigorous 
growth of this large undertaking. 

With the increasing activities and larger volume of produc- 
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tion the number of workers employed has naturally risen con¬ 
siderably. In 1952/53, the wage bill amounted to as much as 
Rs 68.66 lakhs, including establishment charges. Besides the 
large labour force directly employed in the factories, consider¬ 
able labour is employed in the quarries and forests. The working 
conditions are on the most modern lines and it is justifiably claim¬ 
ed that the housing colony provides amenities which probably 
excel those provided by any other company in this country. It is 
proposed to take advantage of the facilities offered by the Govern¬ 
ment and incur further large expenditure for the construction of 
more houses to accommodate the expanding labour force. A sum 
of Rs. 50 lakhs will be spent “such that every labourer working 
m Dalmianagar can live in suitable houses near the work place 

itself at nominal rents’'. 
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BENGAL JUTE MILL COMPANY 

LIMITED 

(Managing Agents : Messrs. Soorajmull Nagarmull) 


The Bengal Jute Mill Company Limited came into being in 
1940 consequent on the decision of the managing agents, 
Messrs. Soorajmull Nagarmull, to acquire the Ganges Jute Mill, 
one of the two units owned by the Ganges Manufacturing Com¬ 
pany Limited, as a going concern. Since its floatation, the Bengal 
Jute Mill Company has had a phenomenal career. Liberal sup¬ 
port was given to the company by the sponsors at the time of the 
floatation, as the conditions were none too propitious and there 
was great panic in the stock markets due to the reverses suffered 
by the Allies in the early days of World War II. Because of the 
reputation of the managing agents and their faith in the future 
of the jute industry, there was a good measure of public response. 
The debenture issue of Rs. 10 lakhs and the preference capital of 
Rs. 10 lakhs were underwritten. In fact, the preference shares 
•were issued at a slight premium. 

For transferring their interests in the Ganges Jute Mill to 
the Bengal Jute Mill Company Limited the promoters, who were 
the managing agents, did not ask for any additional considers* 
tion. Also, no payment was made towards goodwill and the 
whole transaction was considered profitable from the company’s 
point of view. 

As the managing agents had great faith in the future of 
the company they agreed to take Rs. 10 lakhs in the form of 
ordinary shares at par. They also agreed that any finance 
necessary for the purchase of the liquid assets of the Ganges Jute 
Mill, as well as for securing raw materials, will be provided by 
them in part. This was responsible for the grant of loans of 
over Rs. 9 lakhs to the company in the early stages. 

The shareholders of Bengal Jute have reason to be proud of 
the company’s record and the spectacular progress made by it 
right from the beginning. The additions to plant and machinery 
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, b , e administration of the company’s affairs by the 
an d tne a g were obviously responsible for the inspiring 
managing c glance at the consolidated balance-sheet pub- 

54* - 55 b- ttiS ou. 


r>n December 31, 1940, the paid-up capital of the company 
d to Rs. 25 lakhs consisting of Rs. 15 lakhs in ordinary 
anioun ^ ^ lakhs in 5i per cent redeemable cumulative 

Sh T S ce shares. There was besides a debenture capital of 
P 10 lakhs. In 1945, it was necessary to raise additional funds 
RS ' Hpr to meet capital expenditure and the larger requirements 
“f working capital. A sum of Rs. 18.75 lakhs was raised in 
1 rv shares, the new shares being issued at a premium of 
p d 15 V per share. The amount of Rs. 11.25 lakhs realised by 
v of premiums was actually larger than the increase in paid- 
capital of Rs. 7.5 lakhs. At about the same time debentures 
f P Rs 10 lakhs were also issued. The resources of the company 
increased, therefore, by Rs. 28.75 lakhs. In the first five years, 
reserves had been built up to the extent of about Rs. 5 lakhs. 
Since 1945, the experience in regard to profit-earning has been 
verv satisfactory and available resources are now plentiful. It 
has been possible to decide on the issue of bonus shares and 
in 1952 one ordinary share was given free for every ordinary 
held. A sum of Rs. 22.5 lakhs has been capitalised for this purpose. 


The progressive policy of the managing agents will be 
evident from the increase in the value of the gross block from 
Rs 31.02 lakhs on December 31, 1940 to Rs. 41.09 lakhs 
on June 30, 1946, and Rs. 54.88 lakhs on June 30, 1953. 
The provisions towards depreciation have been very useful 
though in 1943-46 the rate of fresh expenditure exceeded the 
annual depreciation charges. As evidence of the increased re¬ 
quirements of working capital, stocks and stores had risen to as 
much as Rs. 60.86 lakhs on June 30, 1953 against only Rs. 17.14 

lakhs on December 31, 1940. 


The Managing Agents can be legitimately proud of their 
work in building up Bengal Jute to its present position. 

-: 0 :- 



BENGAL JUTE MILL COMPANY LIMITED 
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NASKARPARA JUTE MILLS 

L I M IT E D 

(Managing Agents : Messrs* Howrah Trading Co,, Ltd.) 

From humble beginnings, the Naskarpara Jute Mills Limited 
is now one of the efficient medium-sized units in the industry. 
Either because the first promoters were not quite experienced 
or the company came into being at a time when conditions in 
the industry were none too propitious, in the first decade of its 
existence, particularly in the first 5 years, great difficulties had 
to be experienced. Also, the small capacity for production and 
the relative under-capitalisation of the company prevented a 
satisfactory level of profits being earned. The first managing 
agents, Messrs. Sital Prasad Khargprasad, lent some financial 
support to the company and advanced Rs. 3.31 lakhs at one 
stage to get over the initial difficulties. Loan capital for 
Rs. 2 lakhs in the form of 6i% mortgage debentures was also 
raised. But it was found ultimately that the business had to 
be handed over to a more efficient and resourceful management. 
In 1935, Messrs. Howrah Trading Company Limited, business 
associates of Messrs. Soorajmull Nagarmull, took over the 
managing agency of Naskarpara. 

It is from this date the period of expansion and consolida¬ 
tion started. A definite programme to effect additions to the 
installed capacity was evolved. From a total of 150 looms in 
1936 the number increased to 425 looms by 1939. The capa¬ 
city for production of hessian manufactures rose by over 3 times 
and sacking by over twice. The additions to loomage year by 
year in 1936-39 are given below : 


INCREASE IN THE NUMBER OF LOOMS INSTALLED IN 1936-39 


Period Hessian 

Sacking 

Total 

April 30, 1936 . - 105 

45 

150 

Oct., 31* 1936 . • 217 

43 

260 

April 30, 1937 .. 283 

92 

375 

April 30, 1939 • . 333 

92 

425 
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During the period of expansion, however, the difficulties ina 
njjng even the regular depreciation charges and meeting the 
interest charges on account of the increased indebtedness per¬ 
sisted The paid-up capital was increased on two occasions 
from a little over Rs. 2 lakhs to Rs. 3.8 lakhs in 1935 and to 
Rs 8.76 lakhs in 1936. In 1937, a debenture issue for 
Rs 5 lakhs carrying interest at 4£ per cent was made. In 1938 r 
0 per cent first mortgage debentures for Rs. 2 lakhs were duly 
redeemed. There was always an effort to reduce interest charges.. 
The new debentures floated in 1937 carried interest at 4i per 
cent and the rate was again reduced to 3i per cent in 1945 
when they were renewed for a further period of 20 years. The 
additions to the equity and loan capital were, however, insufffi- 
cient and the managing agents had to advance large sums. At 
one stage Naskarpara was owing to the Howrah Trading Com¬ 
pany Limited a sum of Rs. 14.67 lakhs. Messrs. Soorajmull 
Nagarmull, the business associates, were also helpful and 
advanced short-term loans in 1938-39. Further relief was. 
obtained with the managing agents agreeing to waive commis¬ 
sion due to them to the extent of Rs. 1.57 lakhs in 1936-38. 
These efforts have proved to be advantageous and since 1938-39' 
no serious difficulties have been experienced. Regular dividends 
have been received by the shareholders. The record of earnings 
in the period of difficult conditions, after the partition parti¬ 
cularly, is very impressive. 

An analysis of the balance-sheets since 1930 shows how the 
company is now in a flourishing state owing to the completion of 
the expansion scheme, at a time when the level of prices was low, 
and there was the facility to take advantage of the better trad¬ 
ing conditions in 1939-45. On Oct. 31, 1930 the paid-up 
capital was Rs. 2.02 lakhs. By 1940 there was an increase to 
Rs. 12 lakhs by the issue of additional capital. There were also 
debentures to the extent of Rs. 5 lakhs. Small reserves had 
been built up. But by 1953 reserves had increased to the im¬ 
pressive figure of Rs. 15.05 lakhs. The actual increase was 
very much more as a sum of Rs. 8 lakhs, being part of the 
reserves, was capitalised for the issue of bonus shares which took 
up the paid-up capital from Rs. 12 lakhs to Rs. 20 lakhs. 

* 


( 58 ) 


The problems relating to the increasing requirements of work¬ 
ing capital still remain. But the managing agents have always 
made available the necessary sums from their resources and 
from banks on joint guarantee. The balance-sheet total, as on 
October 31, 1953, was as much as Rs. 67.04 lakhs against only 
Rs. 4.69 lakhs on October 31, 1930. 

On the assets side, the gross block rose to Rs. 7.79 lakhs 
in 1935 from Rs. 4.41 lakhs in 1930. There was a further 
rise to Rs. 20.48 lakhs in 1940. This represents the completion 
of the active phase of expansion. In 1940-45 there could be no 
large additions to plant and machinery. In the past four years, 
however, sizable expenditure has been incurred and the value 
of the gross block stood at Rs. 28.44 lakhs on October 31, 
1953. The allocations towards depreciation provisions have 
been very helpful and the depreciated value of the block at 
Rs. 11.99 lakhs is less than the paid-up capital. The funds so 
released have been partly useful for working capital purposes. 

Naskarpara thus provides an example of a company which 
has derived considerable benefit from the development of the 
plant to an economic size in a crucial phase. The Managing 
Agents have not only provided the necessary funds in times of 
need but also guided its affairs efficiently. 
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kesoram cotton mills 

LIMITED 

(i Managing Agents: Messrs. Birla Brothers Ltd.) 


Kesoram Cotton Mills Limited, which is now the biggest 
composite unit in Bengal and has also a large hosiery section, had 
a chequered career till 1936. Even before the company was 
formed in 1919 the present unit in Matiabruz, Calcutta, had 
changed hands twice. The business was started originally by 
Sir David Yule and the mills were first run by Bengal Mills Com¬ 
pany Limited, incorporated in England. Subsequently, they were 
taken over by the Allied Cotton and Dye Works under the same 
managing agents* Then Mr. Kesoram Poddar took over and the 
company under the above name and style came into being in 
1919. Messrs. Birla Brothers had some interest right from the 
beginning as they were also acting as the banians to the company 
for a time. However, it was not before 1924 that they actually 
took over complete charge. In the meantime, Messrs. Halwasiya 
Sonthalia & Co., came in place of Messrs. Kesoram Poddar & Co. 

During the period 1919-26, it was not all smooth sailing. 
The extension of business into Pondicherry by purchasing two 
milk did not prove to be profitable and these had to be sold at a 
heavy loss, the net loss being over Rs. 9 lakhs. 

After 1926, business conditions were extremely bad and, 
as happened with nearly every major unit in the cotton textile 
industry, heavy losses were incurred. The Managing Agents had 
to advance large sums and at one stage the company was owing 
to them as much as Rs. 18.6 lakhs. The preference dividends 
were in arrears and even normal depreciation could not be pro¬ 
vided. Meantime, the machinery had become old and it was felt 
that, without complete renovation and addition to capacity, the 
company’s ability to earn profits could not be maintained and 
much less improved. 

In the early thirties the managing agents, therefore, address¬ 
ed themselves to this task and it was decided to manufacture 
dhoties and sarees of fine counts. The hosiery section also made 
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a beginning. The monetary help rendered by the managing 
agents and the cash credit arrangement with the Imperial Bank 
of Ind!a (guaranteed also by the managing agents) proved to 
be helpful. It was necessary also to think in terms of a capital 
reconstruction scheme in September, 1930. Under this arrange¬ 
ment, the arrears of dividends amounting to Rs. 7 lakhs were to 
be payable in 20 instalments along with the current dividends 
while the ordinary shares of Rs. 10 each were written down to 
Rs. 2/8/- each. This gave the opportunity to write down the 
value of buildings and machinery substantially. The programme 
of additions to plant and machinery commenced in the early ' 4 
’thirties has continued since. 

The additions to the number of looms and spindles since the 
company was taken over by Messrs. Kesoram Poddar & Co. in 
1920 can be known from the table given below : 

Year Looms Spindles 

1920 1,260 64,248 

1924 1,270 78,536 

1938 . . 1,850 78,536 

1946 . . 1,990 57,900 

1954 1,990 71,400 

The scheme regarding the payment of arrears of dividends 
worked well though the payment of instalments had to be passed 
on one occasion. In the half-year ended March, 1937, how¬ 
ever, the profits exceeded Rs. 5 lakhs and, as stipulated under 
the terms of the arrangement, the balance of arrears amounting 
to Rs. 2.2 lakhs was paid off. 

It was only after 1940, however, that there has been a definite 
improvement in the fortunes of the company. The fortitude of 
the ordinary shareholder has been more than amply repaid as 
since 1942 bonus shares have been issued on four occasions and 
dividend distributions also have been satisfactory. 

It would now be interesting to examine the changes in the 
balance-sheets since 1920 and determine how the company has 
grown in stature over three decades. As has been already 
indicated, in the first decade the managing agents had to contend 
with the slump in the textile trade and the difficulties consequent 
on the acquisition and disposal of the two mills in Pondicherry, 
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There were some additions to the block amounting to Rs. 30 lakhs 
between 1920 and 1930. The balance-sheet as on March 31, 
1Q31 reflects the effect of the capital reconstruction scheme, the 
block being lower at Rs. 33.38 lakhs against Rs. 80.83 lakhs 
on September 30, 1930. The paid-up ordinary capital was 
reduced to Rs. 15 lakhs from Rs. 60 lakhs. Thereafter, the 
orner Jias been turnec *- The va * ue °f tlie gross block rose 
steadily from Rs. 61.88 lakhs to Rs. 88.39 lakhs in 1941 and to 
Rs 1 09 crores in 1946. As it was considered necessary to show 
the true value of the plant and machinery, consequent on the rise 
in prices in the post-war years, there was a conservative revalua¬ 
tion and the block was written up by Rs. 1.46 crores in 1950. 
But the programme of expansion has been continued and the 
gross block now stands at Rs. 4.00 crores after revaluation. 
In 1946-53 there has been expenditure to the extent of 
Rs 1.45 crores. A sizable investment portfolio had been built up 
and cash balances are ample. 

The changes in the liabilities side are equally significant. 
In the first four years, 1920-24, profitable conditions were ex¬ 
perienced and substantial reserves were built up. Between 
1924-31 they had to be run down to meet current and capital 
losses. In the capital reconstruction scheme the shareholders had 
to forego Rs. 45 lakhs. But since then alone the paid-up 
ordinary capital has risen by Rs. 1.05 crores to Rs. 1.2 crores 
through the issue of fully paid-up bonus shares while the reserves 
have increased to over Rs. 90.6 lakhs from under Rs, 3 lakhs, 
even after the capitalisation of Rs. 1.05 crores. The loans advanc¬ 
ed by the managing agents were completely written off by 1943. 

Such a transformation in the affairs of the company has been 
obviously due to the sacrifices undergone by the managing agents 
and the shareholders during the critical period 1925-35. The 
mills at present have about 71,400 spindles and 1,990 looms. The 
hosiery section is very large and is turning out undergarments of 
various types. There are 149 machines working and the additions 
in recent years have been impressive. 




KESORAM COTTON MILLS LIMITED 
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BIRLA JUTE MANUFACTURING 

COMPANY LIMITED 

(Managing Agents: Messrs. Birla Brothers Ltd.) 


Birla Jute Manufacturing Company Limited is one of the* 
most successful enterprises in the Birla group which has grown into* 
an undertaking of considerable size in the industry over a period. 
There were only 450 looms to begin with. Subsequently, the 
number of looms rose to 600, 800, 1101 and 1301 from time to* 
time. In 1937 the total number of looms was 1,373 which num¬ 
ber has been maintained till date. Besides, the company has not 
been engaged merely in the manufacture of standard goods. It 
has specialised in the production of carpets, special types of 
furnishing fabrics, jute webbing etc. 

The company commenced production in 1920 with a paid- 
up capital of Rs. 48.23 lakhs, Rs. 24.37 lakhs in the form of 
ordinary shares of Rs. 10 each and Rs. 23.86 lakhs in 7i per cent, 
preference shares of Rs. 100 each. Right from the beginning 
the managing agents have been active. By 1925, capital expendi¬ 
ture had considerably exceeded the paid-up capital and it was 
necessary to raise loan capital, firstly, in the form of sterling 
debentures and then in rupee debentures. The difficult conditions* 
under which the additional capital had to be raised will be evident 
from the fact that the rupee debentures carried an interest rate 
of 9 per cent, per annum. Subsequently, however, the rate was 
reduced to 5i%. 

Besides raising loan capital, the managing agents had at one- 
stage advanced as much as Rs. 32 lakhs to the company. There 
were also loans secured from banks on joint guarantee. 

The paid-up capital at the end of March 1925, was thus 
Rs. 49.01 lakhs and debenture capital Rs. 15 lakhs. Small 
reserves had been built up which amounted to Rs. 3.50 lakhs. 
There were secured loans for Rs. 13.1 lakhs and loans obtained 
from the managing agents for Rs. 14.11 lakhs. The: expenditure 
on the gross block had increased from Rs. 24.39 lakhs to Rs. 88.59^ 



ths in 1921-25 against which depreciation charges had been 
^fitted only to the extent of Rs. 8.01 lakhs. The net block had 
♦h s a value of Rs. 80.58 lakhs, very much more than the total 
ital including debentures, of a little less than Rs. 65 lakhs. 
From the inception of the company till March 1923 the manag¬ 
ing agents relinquished their total remuneration by way of com¬ 
mission. Besides, large sums of remuneration by way of com¬ 
mission were relinquished by them from time to time as per details. 


given below . 



Rs. 

For half-year ended 30th Sept. 1929 

50,000/- 

For half-year ended 30th Sept. 1938 . . . 

91,000/- 

For half-year ended 30th March 1939 

72,000/- 

For half-year ended 30th Sept. 1939 . . . 

1,700/- 


By 1930 there was a further increase in the gross block to 
Rs. 1.1 crores. But the regular depreciation provisions were help¬ 
ful and the net block was only slightly higher at Rs. 82.27 lakhs. 
Reserves had been built up amounting to over Rs. 19 lakhs. It 
was possible, therefore, to reduce the loans from the managing 

agents. 

In 1930-35, however, there was a setback with the onset 
of a worldwide depression. But for the comfortable financial 
position and the helpful policy of the managing agents the losses 
-xmld have been very much more. Ways and means were devised 
co earn income from new sources. A substantial part of the 
reserve, however, had to be utilised for wiping out the deficits. 
This is the reason for the decline in reserves from Rs. 19 lakhs 
in 1930-31 to Rs. 5 lakhs in 1934-35. 

After 1935, better trading conditions were experienced and 
reserves could again be built up. Actually, in 1938 the deben¬ 
tures were repaid and the indebtedness in loan capital was 
eliminated. Additions to the block have been carried out 
periodically. But they did not call for an outlay of more 
than Rs. 60 lakhs, in a little over a decade. The increase 
in the gross block value to Rs. 3.06 crores at the end of March 



31, 1953, is due to the upward revaluation of assets by Rs. 1.45 
crores and the creation of a capital reserve for a corresponding 
sum. In the last decade and a half a very impressive financial 
position has been built up. Even after the capitalisation of 
Rs. 6 lakhs in 1943 for the distribution of bonus shares on the 
basis of one share for every four shares held, reserve and other 
funds in 1952-53 were Rs. 1.16 crores against Rs. 5.77 lakhs in 
1939-40. The increased resources have been put to good use. 

A subsidiary company for the manufacture of linoleum, used 
for floor coverings, was floated in 1948 and out of the capital of 
Rs. 25 lakhs, investment in the subsidiary company is to the 
extent of Rs. 20 lakhs. This is a completely new line in India. 
Besides finding internal market “Lino”, as is commonly called, 
is being exported to foreign countries. It will thus not only 
enable a saving in foreign exchange expenditure on imports, but 
also lead to the creation of a good export trade in a new line. 

In order to expand the activities of the Company further, 
the Management decided to start a factory for producing Calcium 
Carbide. This is entirely a new industry in India and there 
is ample scope for its development. The factory is expected to 
commence production in August 1954. 

The Birla Jute Manufacturing Company Limited has thus 
expanded its activities in many directions and has justifiably earn¬ 
ed for itself the reputation for being one of the most enterprising 
units in the industry. The management is progressive in its 
outlook and the expenditure on labour welfare is very generous. 
Workers have been housed in well-laid out colonies and the 
amenities provided leave little to be desired. 



BIRLA JUTE MANUFACTURING COMPANY L 





m 








os 


«? Pi 




VI 

■ g 

a 

m 


VO 

o 

oo 

vO 

(S 

r- 

ON 


w 

40 %- 

m 

vo 

VO 

VO 

m 

c- 

ro 

CM 



O 

5 

o 

co 

tr -™4 


VO 

r^ 

© 

© 

C4 

f—< 

r- 

m 


© 

\r\ 

oo 

<N 

m 

o 

4k 

© 

T—l 

as 

vo 

oo 

vn 

© 

4N 

vo 

00 

VN 

VO 

4k 


«o 

<N 


ri 



#v 

cm 

#% 

(S 


o 

© 

© 


o\ 

n 

so 

VN 

SO 

vo 

© 



xf 

v~* 

VO 


oo 

m 

o 

- § 

tr> 

vo 

so 

ON 

OO 

m 

a 

A 

© 

A. 

© 

of 

A 

^t 

V\ 

* 

© 

#V 

cm 

#* 

vo 

s 

© 

Pk 

© 

CO 

ON 

Pk. 

CN 

#k 

VO 

r- 

oC 

*n 

Pfc 

Ov 


oo 

m 


Pk 

CM 

*n 

xf 









© 

© 

O 


Os 

*n 

© 

vn 


*rv 

© 

© 


(N 

Tf 


© 

o 

cn 

© 

• © 

* 

ON 

m 

Ov 

MU 

o 


,-T 

©" 

' ©~ 


Ov 

© 

w > 

<N 

ih 

CM 

© 

© 

© 

p. 

vo 


O 


tn 

© 


On 

vn 

*•» 

m 


to 


r-< 

•t 

CM 

o\ 


*™i 




*—* 





3 C 

' a> 

a « 

Ci Q 


•s <o 

Q* w 
C3 <L> 

U Pi 


3 C« 

« X 


o 5 
3 y 

G £ 


> £ 
o H 


v? 2 
Q x> 


•o Q 

£ > 
O U. 


W 05 

M c/5 

O o 

% G 


O t— ■*_> 

c; *o <c 

0 3 0 

*-> 3 M 

P_ c/) Cu 



BIRLA JUTE MANUFACTURING COMPANY LIMITED 
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hukumchand jute mills 

f LIMITED 

(Managing Agents : Messrs. Ramdutt Ramkissendass) 

i 

Hukumchand Mills (Calcutta) Limited, was formed in 1921 
the management of Messrs. Sir Sarupchand Hukumchand 
IT Company in an ambitious way with an authorised capital of 
d 80 lakhs, divided into 40,000 7 per cent preference shares 
f Rs 100 e ac h and 4 lakhs ordinary shares of Rs. 10 each. 
The paid-up capital was Rs. 40 lakhs. Two mills were constructed 
before 1925 with a loomage of 695 and 406 respectively. The 
table below shows that important progress was achieved by 
March 1925 and that till 1933 there was a continuous process 

of expansion. 

INCREASE IN LOOM CAPACITY IN 1922 53 


Period 


Hessian 

Sacking 

Total 

Sep. 1922 

*- # 

. . * * 

4 4- 

425 * 

Mar. 1923 

w ■ 

290 

175 

465 

Sep. 1923 

- * 

325 

231 

556 

Mar. 1925 

* . 

693 

408 

1,101 

Sep. 1930 

4 -* 

.. 1,090 

661 

1,751 

Mar. 1938 

* * 

. . 1,519 

753 

2,272 

* Mar. 1953 

■+ * 

. . 1,519 

753 

2,272 


No. 1 mill went into production on April 4, 1922 with 
40 looms which was increased to 425 looms in a short period. 
There was a further increase to 556 looms by 1923. The con¬ 
struction of No. 2 mill was undertaken during the half-year ended 
March, 1924 and put into commission by November, 1925. In 
1932 the management purchased the Beliaghata Mills consisting 
of 205 looms taking the total loomage to 2,215 at both places. 
In the first ten years, working conditions were satisfactory 
and the management was able to build up an impressive reserve 
position, capital expenditure being partly met out of reserves. 
But between 1930 and 1937 the company struck a very bad 
patch both due to adverse trading conditions and bad manage- 
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ment Available resources were dissipated and at one stage it 

was thought the affairs of the company would have to be 
wound up. 

Between 1930-37 nearly Rs. 45 lakhs were utilised from 
reserves to wipe out losses. Even normal depreciation could not 
be provided from current earnings and transfers had to be made 
from the reserve funds to the depreciation account. Even so, the 
position was not satisfactory and there were unadjusted losses. 
There was complete lack of confidence as the conditions in the 
industry were not satisfactory and the shares were quoted at ridi¬ 
culously low prices. However, as Hukumchand Jute Mill was one 
of the biggest units in the industry, it was felt that, given efficient 
management and adequate working capital, the affairs could bo 
put on a proper basis. It was at this stage that the present mana¬ 
ging agents Messrs. Ramdutt Ramkissendass took over. All 
outstanding dues were guaranteed by the new managing 
agents. Since then there has been a progressive improvement 
in the fortunes of the company. It took considerable effort and 
time to eliminate the previous losses and resume payment of 
dividends to the share-holders. Only after ten years they could 
be resumed. They have since been regularly paid and a satis* 
factory position has been built up. 


A study of the balance-sheets of the company from 1920 to 
date makes very interesting reading. Up to 1930 the company 
was a big success. The paid-up capital increased to Rs. 61.96 
lakhs from Rs. 39.96 lakhs in 1920. Large reserves amounting 
to Rs. 55 lakhs had been built up particularly between 1925 and 
1930. Good dividends were also paid. But the decline started 
soon after. The company suffered both from bad trading con¬ 
ditions and bad management. The reserves were almost com-* 
pletely eaten up by 1939. Even normal depreciation could not 
be provided out of current profits and very frequently transfers- 
from reserves to depreciation fund had to be effected, as indi¬ 
cated above. 

In the earlier stages, when large expenditure was in¬ 
curred on increasing the block it became necessary to issuer 
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debentures 


from time to time. First mortgage debentures 
*7 ~Rs 5000 each carrying interest at 8 per cent, per annum 
were issued for Rs. 10 lakhs in 1923 which were taken up fully 
the managing agents. In 1925 new debentures were issued 
for another Rs. 12.45 lakhs making the total to Rs. 22.45 lakhs. 
The second mortgage debentures amounting to Rs. 7.45 lakhs 
wem paid off in January 1928 and the debentures outstanding on 
March 31* 1928 were for only Rs. 15 lakhs. Hardly had the phase 
of rapid expansion been completed the period of losses com¬ 
menced. In 1932 and 1933 new debentures worth Rs. 40 lakhs 
were issued, in connection with the acquisition of the Beliaghata 
mill The 8 per cent first mortgage debentures for Rs. 15 lakhs, 
issued in 1923 and 1925, were paid off in March 1934. 


• when the new managing agents, Messrs. Ramdutt Ram- 
kissendass, took over, the position of the company was far from 
satisfactory. The paid-up capital was Rs. 70 lakhs while the 
outstanding debentures were Rs. 40 lakhs. There were small 
reserves amounting to Rs. 1.7 lakhs. Sundry debts were 
Rs. 72 lakhs. The debit balance in the profit and loss account 
was the large sum of Rs. 28.5 lakhs. The ordinary shares were 
naturally quoting in terms of annas instead of rupees. 


From the very start, the n^w managing agents have been 
very active. To augment the depleted resources of the company 
they had to issue further debentures which were as much as 
Rs. 77.64 lakhs on March 31, 1940. They also advanced large 
sums to the company. All the debentures carrying high rates 
of interest were paid off, thereby reducing the burden in this 
regard. The corner was turned and straight from the beginning 
it has been a story of successes. The accumulated losses were 
progressively reduced till they were completely wiped out in 1947. 
Large arrears of preference dividends amounting to Rs. 15 lakhs 
were paid off and the payment of ordinary dividends was resumed 
in 1947, after a lapse of 10 years. Debenture indebtedness also 
has been considerably reduced. At the present moment, the com¬ 
pany’s loan capital amounts to only Rs. 25 lakhs consisting of 
2,500 3i per cent taxable bonds of Rs. 1,000 each. Reserves 
have been progressively increasing and amounted to Rs. 40 lakhs 
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on March 31, 1953. In March, 1954, a sum of Rs. 22.5 lakhs, 
being part of the reserves, was capitalised and bonus shares 
were issued bringing the paid-up capital to Rs. 92.5 lakhs from 
Rs. 70 lakhs. 

On the assets side, it has already been indicated that a 
large amount of capital expenditure was incurred in the earlier 
years. In the past decade and a half it was a serious task, there¬ 
fore, to earn not only the arrears of depreciation allowances but 
also the current charges. The losses also had to be wiped out. 
There are now no intangible items and the balance-sheet position 
is very healthy. More recently, some useful additions to block 
have been made and capital expenditure amounting to Rs. 24 lakhs 
(since 1946) has been incurred, 

Hukumchands are naturally considered to be among the 
most efficiently managed units in the industry. The part played 
by the present managing agents in rebuilding this enterprise to its 
present position will be easily recognised. 


: o : 



SCINDIA STEAM NAVIGATION COMPANY 

LIMITED 

(Agents : Messrs. Narottam Morarjee & Co.) 


The history of the Scindia Steam Navigation Company 
limited is virtually the history of Indian shipping. Until the recent 
expansion of the India Steamship Company, the Scindia Steam 
Navigation Company was practically the only major Indian com- 
oanv struggling against serious odds. Apart from the normal 
hazards of the shipping business, involving large capital outlay 
.and special technical skill, till the attainment of independence 
the management of Indian companies was very difficult. There was 
a continuous fight with powerful vested interests and the zealous- 
ess with which established routes and businesses are guarded 
oyill be evident from the rate war with the Dutch shipping 
interests a few years back. 


In this country, the progress that Scindias were able to 
achieve on the eve of World War II was due to the indefatigable 
energy of the late Sheth Narottam Morarjee and the late Sheth 
Walchand Hirachand. At every stage, it was either resisting the 
pressure from the foreign shipping companies or securing for Indian 
shipping companies a share of the coastal trade. The controversy 
in 1928 was classic and but for the active campaigning throughout 
the country and the support of the non-official members in the 
•Central Legislative Assembly the principle underlying the Indian 
Coastal Reservation Bill could not have been accepted by that 

body. 


The tussle for control over the Bombay Steam Navigation 
Company in 1938 is another landmark in the history of Indian 
shipping. But for the courageous stand of the late Sheth Walchand 
Hirachand and the transfer of control of Bombay Steam Naviga¬ 
tion Company, the biggest unit running services on the West Coast, 
its monopolistic hostility towards smaller Indian rivals could not 
Lave been ended. 


The greatest advantage that the agents enjoyed was the con¬ 
fidence of the shareholders and the investing public. In those days, 
(Companies with a paid-up capital of over a crore of rupees were 
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not many* Therefore, Scindia Steam was among the very few com¬ 
panies which had a subscribed capital of nearly Rs. 41 crores even 
at the start. So great was the prestige and influence of the House of 
Narottam Morarjee that the capital was oversubscribed and the 
first passenger ship, s.s. “LOYALTY”, flying the Indian flag, 
sailed from Bombay to Europe with a full complement of passen¬ 
gers including a large number of Indian Princes and Indian leaders. 
The purchase and transfer of the ships to the Indian register pre¬ 
sented every time great difficulty and the severe rate war in 
the Burmese cargo trade could have crippled any company except¬ 
ing Scindias. In order to get over the obstacles in loading the 
ships in Burma and creating custom, the Agents made the com¬ 
pany start Messrs. Narottam Limited with the object of trading 
in rice to be sold for direct delivery and thus maintaining the 
services of the company. 

This made shippers and other shipping companies to come 
round. The growing activities of the Scindia Company could not 
be ignored and negotiations for a settlement were started. Meet¬ 
ings took place in Delhi in 1923 with Lord Inchcape who offered 
an alluring price to buy up the company. The Agents and their 
friends, however, rejected this attractive offer and decided to keep 
the Scindia flag flying. Subsequently, an agreement for 10 years, 
was signed (in March, 1923) with all its restrictions and limita¬ 
tions. Only after having lost more than half of its capital, due to 
the rate war, the company could get a footing in the coastal trade 

of India. 

To wipe off the losses made during the freight war it became 
necessary to readjust the capital structure of the company. The 
Agents, on account of their honesty, ability and sincerity of pur¬ 
pose, were enjoying the high confidence and esteem of the share¬ 
holders to such an extent that whenever they approached the 
shareholders with a call for reduction and/or increase of the 
capital of the company, they responded favourably. 

Apart from the efforts to further the business of Scindia 
Steam the Agents helped other Indian shipping companies in diffi¬ 
culty. A very large sum was advanced to the Bengal Burma 
Steam Navigation Company Limited, which lost almost all its 
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capital in the rate war with the British India Steam Navigation 
Company. The National flag was thus kept flying on the then 
Indian waters between Chittagong and Burma. 

Again, to protect the smaller Indian companies from the 
attacks of foreign interests and to provide them with a sheltered 
jphere of activities, the company supported their claims for \ 
practically reserving the Bombay Malabar trade for them and 
secured the Bhore Award in 1935 which allocated 85% of the 
trade on the west coast to the smaller companies. 


The Scindia Company also went to the rescue of the Indian 
Co-operative Navigation & Trading Co., Ltd. which was on the 
point of extinction on account of very heavy losses suffered during 
the ruthless competition started by the Bombay Steam Navigation 
Company Limited on the Konkan Coast before it changed hands. 
The Scindia Company financed it and provided management with 
a view to saving it from going into the hands of the non-Indians. 
To crown all, the Scindia Company also purchased a controlling 
interest in and Indianised the management of Bombay Steam in 
1939. A pooling arrangement between the three erstwhile fighting 
companies was evolved to provide normal trading relations 
between them. 

Thus, the part played by the Scindia Company in obtaining 
the Bhore Award which gave a lease of life to the small companies 
on the west coast (facing extinction) and in saving the Bengal 
Burma Steam Navigation Company and the Indian Co-operative 
Navigation & Trading Co. Ltd. from falling into the hands of the 
non-Indians was the outcome of vigorous efforts and dynamic 
policies followed by the Agents with the object of achieving a lead¬ 
ing position for the company in the world of Indian shipping. 

The struggle in promoting shipbuilding in this country has 
been fully worthwhile from the national point of view, though 
very costly from the company’s angle. Crores of rupees were sunk 
in the Vizagapatam shipyard which brought no return. Indeed, 
it resulted in a net loss. But on the conclusion of an arrange¬ 
ment with the Government, the shipyard has been taken over and 
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Scindias have been paid a sum of Rs. 2.73 crores partly in cash 
and partly in shares in the paid-up capital of Hindusthan 
Shipyard Limited. 

The progress made by the company in recent years in build¬ 
ing up the fleet and the trans-ocean trade is very impressive. For 
various reasons the tonnage of the fleet was not more than 45,000 
till 1933. Between 1933-39 there was vigorous expansion and on 
the eve of World War II the tonnage was 100,000. There was a 
loss of 30,000 tons during the war when all the ships were re¬ 
quisitioned by Government. Only during the last seven years 
there could be a remarkable expansion. The fleet strength today 
is 35 vessels having a tonnage cf 217,817 nearly 60% of the 
total tonnage of the Indian Mercantile Marine. 


Fortunately, the shareholders have been able to put up the 
necessary funds by paying even premium to the tune of 
Rs. 2.96 crores. The raising of debenture capital in 1946 
was spectacular and it will be evident from the consolidated 
balance-sheet that there is a jump in the amount of paid-up 
capital of Rs. 7.05 crores in 1952-53 from Rs. 2.23 crores in 
1944 * 45 . The whole of the capital, indeed more than the sum, 
(share and debenture) has been used in the purchase of ships. 
The Bombay Steam Navigation Company Limited has since been 
merged with Scindia Steam Navigation Company Limited and, 
as a result of the scheme approved by the High Court, three 
fully paid-up shares of Scindia Steam were issued in exchange 
for every one fully paid share of the old Bombay Steam. As a 
result of this merger two wholly-owned subsidiary companies 
have come into being, one for ship repairing workshop and the 
other for the purely passenger services on the Konkan coast. The 
total investment in the various subsidiaries and associate com¬ 
panies amounts to Rs. 2.79 crores. 

In recent years the company’s activities have been enlarged 
with the business of administration of Eastern Shipping Corpo¬ 
ration, floated in conjunction with the Central Government 
Scindia Steam have also a financial interest in Eastern Shipping. 



While, as indicated above, there was no occasion for the 
Agents to render direct financial help to the company, they 
have with a view to stabilising and promoting its interests, waiv¬ 
ed the commission due to them in the initial years from 1920 to 
1924, amounting to about Rs. 4 lakhs. The Agents have also 
worked for the company without earning any commission during 
the years 1930, 1933, 1948 and 1949 either due to loss or inade¬ 
quate profits. Further, there was no provision for a minimum 
commission payable to the Agents until 1950, when the share¬ 
holders sanctioned, for the duration of the remaining period of 
the Managing Agency Agreement ending 1957, a minimum 
commission payable to the Agents, to whom no office allow¬ 
ance is paid. The Agents are also looking after the working of 
the subsidiaries and associated companies of the Scindia Com¬ 
pany without receiving any remuneration for the same. 



SCINDIA STEAM NAVIGATION COMPANY LIMITED 
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BUCKINGHAM & CARNATIC 
COMPANY, LIMITED 

(Managing Agents: Messrs Binny & Co. (Madras) Ltd.) 

The Buckingham & Carnatic Company Limited came into* 
being in 1920. Two going concerns, the Buckingham Mills 
Company Limited and the Carnatic Mill Company Limited and 
also three pressing and ginning companies, were taken over by the 
new company and Binny & Co. (Madras) Limited became the 
managing agents. The Nellimarla Jute Mill was also acquired. 
Since its inception, the company has had a very good record of 
progress and thanks to the efficiency of the managing agents,, 
there has been continuous expansion and production has been 
maintained at as high a level as possible. The originally issued 
and subscribed capital was Rs. 1.10 crores comprising Rs. 21.29" 
lakhs in 7i per cent cumulative preference shares and Rs. 88.75 
lakhs in ordinary shares, both of Rs. 100 each. In the earlier 
years as a larger sum was required in terms of working capital, 
the managing agents advanced Rs. 33.96 lakhs to the company,, 
in 1925. These loans were repaid later. The number of looms and 
spindles have increased from 2,207 and 74,488 in 1920 to> 
2,790 and 1,19,916 respectively in 1952. 

Before the formation of the company in 1920, operations* 
of some of its constituent units had been going on for many 
years. The Buckingham Mills Company Limited and the Carna¬ 
tic Mill Company Limited, were registered as public companies 
in the years 1876 and 1881 respectively. The two mills were 
constructed on adjacent sites in Madras. In 1878 the Bucking¬ 
ham Mill began work with 15,000 spindles whilst the Carnatic: 
Mill started up in 1884 with 16,500 spindles and 129 looms.. 
The mills expanded rapidly, more machinery was installed and! 
weaving was introduced in the Buckingham Mill; before the- 
close of the century, the two factories were self-contained units* 
and they had taken a leading position in India in the manufac¬ 
ture of high quality bleached, dyed and finished cotton fabrics.. 

In the ensuing years the mills have steadily expanded their 
activities and have concentrated on producing textiles of quality 
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by using the latest machinery and processes and taking advan¬ 
tage of every development of textile research. They have estab¬ 
lished in India and in their export markets an enviable reputation 
for the variety and uniformly high quality of their goods. 

During these years of progress, the provisions of amenities 
and benefits for labour have not been overlooked, and the mills 
were pioneers in many welfare measures. For example, in 1904 
a gratuity fund for the workers was commenced which was con¬ 
verted into a provident fund in 1944. In 1915, the mills com¬ 
menced the acquisition of land for the houses of the workers and 
the first village was constructed. The Buckingham & Carnatic 
Company Limited have been granting leave with pay to their 
workers since the year 1923 and the profit-sharing bonus system 
was first introduced by these mills in 1920. 

The balance-sheets of the company reveal an impressive 
growth over the years. Beginning from 1920 up to 1947 there was 
no change in either the preference or ordinary capital with the 
total of the two at Rs. 1.10 crores. The sums earned by way 
of depreciation amounted to Rs. 2.2 crores in a 32-year period, 
and the allocations to reserves were sufficient for meeting the 
additional expenditure on plant and machinery. The value of 
the gross block increased to Rs. 5.92 crores in 1953 from 
Rs. 1.51 crores in 1921. Latterly, however, due to the increase 
in the requirements of working capital and the large expenditure 
on extensions and replacements it has been necessary to raise 
additional funds. A debenture issue was successfully made 
recently for Rs. 1 crore paying interest at 5%. The growth in 
resources will be evident from the following figures. 

In 1920, reserves were Rs. 16.80 lakhs, loans from managing 
agents Rs. 13.82 lakhs and other debts Rs. 21.64 lakhs. The 
gross block was Rs. 1.51 crores, stocks and stores Rs, 86,62 
crores, other investments Rs. 14.74 lakhs and cash Rs. 2.70 lakhs. 
In 1925, loans from the managing agents were higher at 
Rs. 33.96 lakhs while reserves had increased by Rs. 38 lakhs, 
to Rs. 54.6 lakhs. 
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By 1953, available resources had greatly increased, there 
being a rise of Rs. 2 crores without taking into consideration 
the capitalisation of reserves. Bonus shares were issued in 1948 
on the basis of one new ordinary share for every ordinary share 
held. The payment of small dividends on the ordinary shares 
even when profits were large, enabled such large sums to be 
ploughed back. Available funds have been fully utilised. As 
indicated above, the value of the gross block rose to Rs. 5.92 
crores from Rs. 1.51 crores in 1921 while stocks and stores were 
as much as Rs. 2.46 crores, against Rs. 86.62 lakhs. Outstandings 
also were higher at Rs. 40.31 lakhs as against Rs. 21.56 lakhs 
in 1921. 


The company undertook heavy responsibilities during the 
two world wars and contributed practically the whole of its out¬ 
put to meet war needs. Particularly during the years following 
the close of the second World War, when cloth had been in 
short supply throughout India, it made the most strenuous 
efforts to produce the maximum of yam and cloth in suitable 
varieties, and has also exerted itself, in co-operation with 
Government, to achieve the most equitable distribution of the 
production. 

Since the last war, the company has entered into an exten¬ 
sive programme of reconstruction which includes the installation 
of a new power plant, the reconstruction of existing buildings, 
the erection of new buildings to house productive machinery, 
the replacement or rehabilitation of existing machinery and the 
.acquisition of new types of machines either to effect increases 
or economies in production or to add variety to the mills’ range 
of manufactures. 
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Including capital wprks-in-progress. 


s H R E E GO PA L PAPER MILLS 

LIMITED 

(Managing Agents : Messrs. K. C. Thapar & Bros. Ltd.) 


Shree Gopal Paper Mills Limited was formed in 1936 by 
taking over the assets of the Punjab Pulp and Paper Mills Limited 
which worked unsuccessfully for about seven years and went into 
Vnuidation. Actual possession of the assets was taken over on 
November 26, 1936 under orders of the High Court, Lahore 
and the mills commenced operations on April 15, 1937. Numer¬ 
ous difficulties had to be encountered at the outset. The mills 
had two turbines, both of which were given up as damaged. But 
with the skill of the engineering staff one of the turbines was 
• t faiQ commission and the output in the first stage was 6/7 tons 
per day. Subsequently, to augment the power supply one 400 k.w. 
engine was installed and with the starting of the second machine 
the production steadily rose to 16/18 tons per day. The diffi¬ 
culty in regard to raw material supplies was successfully got over 
by leases acquired from Nepal, Patiala, Kaleshwar, Gariketah, 

Timli and other places. 

A new turbine was installed in June, 1938. After some 
initial difficulties, owing to trial runs, and with the starting of 
the electrolytic plants for the manufacture of caustic soda, bleach¬ 
ing powder, etc., the finished paper production reached 500 tons 
per mensem, and the cost of production was considerably lower¬ 
ed. But as trading conditions became unfavourable for some 
time in 1938 it was found necessary to reduce the cost of pro¬ 
duction further. Opportunity was taken of the visit of the 
technical experts who supplied the original plant and machinery. 
Certain additions and alterations to the existing plant were carried 
out and qualified experts were appointed to do the job. Both 
production and quality have steadily improved since then. 

i 

The volume of production rose from 5,051 tons in 1938 
to 11,194 tons in 1952, or over 120%. Since then there has 
been a further rise to 14,000 tons in 1953. The increase in in- 
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stalled capacity as a result of the expansion programme, will 
raise production to 24,000 tons ultimately. 

The company is also engaged in the manufacture of 
vanaspati, soaps and stationery. The hydrogenation plant, oil 
mills and tin-making plant were started during the latter half of 
1947. Latterly, an ambitious programme of expansion has 
been under execution. The scheme has been approved by the 
Government of India and technical supervision is being provided 
t>y a well-known firm of foreign consultants, who planned the 
scheme after a thorough study of the various problems in con¬ 
nection with augmentation of production. This scheme envisages 
an increase in the output of paper in three stages, resulting 
nearly in the doubling of capacity. It is expected that the output 
will be about 77 tons per day. 

Even in difficult times, the company was able to make a 
small gross profit on manufacturing and trading; but the heavy 
depreciation charges and other expenses turned these profits into 
deficits. With the result, no dividend on preference shares 
could be paid for 1938 and 1939. The arrears were, however* 
cleared off by 1940 and the maiden dividend on ordinary shares 
at 10 per cent was paid for the half-year ended December 31, 
1940. Since then there has been a steady increase in produc¬ 
tion and profits. 


The marked improvement on the financial front will be 
evident from a study of the balance-sheets since the beginning. 
At the end of 1937 the value of the gross block was only 
Rs. 33.15 lakhs. By 1942 there was a rise in the figure by 
about Rs. 5.5 lakhs. During the war years, there could not be 
any appreciable additions to plant and machinery but in 1947 
the expenditure on the hydrogenation plant, oil mills and tin¬ 
making plant took up the block to Rs. 52.19 lakhs. For some 
time past, with the implementation of an ambitious programme of 
expansion, capital expenditure has been increasing on a large scale 
and by June 30, 1953 the gross block value had risen to as 
much as Rs. 1.09 crores from Rs. 52.19 lakhs on December 31„ 
1947. In order to meet the additional capital expenditure, in 
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art the paid-up capital was increased to Rs. 51.51 lakhs from 
Rs 29.79 lakhs in 1946 by issuing preference capital for Rs: 2.5 
lakhs and ordinary capital for Rs. 25 lakhs. The ordinary shares 
were issued at a premium of Rs. 4 per share. It has been neces¬ 
sary however, to increase current debts considerably as work¬ 
ing capital requirements have risen greatly with the expansion 
in the activities of the company and the higher level of prices. 


Thus from small beginnings Shree Gopal has become one 
of the important units in the industry in the course of a little 
under two decades. It is a matter for gratification that the 
managing agents have been able to put to good use the assets 
of an earlier entrant in the field and through careful manage¬ 
ment and balancing of production impressive progress could 
be reported. The necessary financial help was extended by them, 
when required in the early years. 





SHREE GOPAL PAPER MILLS LIMITED 
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Total .. 42,82,600 85,54,838 1,51,22,801 2,03,27,873 2,56,81,603 



ALUMINIUM CORPORATION 
OF INDIA LIMITED 

0 Managing Agents: Messrs. J. K. Industries Ltd.) 


Even though the country possesses large reserves of bauxite, 
the aluminium industry did not come into being before the 
’forties. It was given to Indian enterprise to cast the first alu¬ 
minium ingot from Indian bauxite in 1944, after encountering 
numerous obstacles and regular planning over a period of 7 years. 
Owing to the extremely cartelised nature of the business in 
aluminium, it was not possible to launch on the manufacture of 
this light metal, without running into serious competition. The 
risk involved was heavy especially as large initial capital 
and technical skill were required. 

Towards the end of 1937, the sponsors of Aluminium Cor¬ 
poration of India Ltd., planned to start this industry in this country 
and sent a mission of technicians and executives all over the 
Continent, Britain and Japan. After a great deal of investigation 
it was decided to place orders for machinery on the Continental 
producers as it was the only source available under the then 
conditions. But with the outbreak of World War II, the entire 
plant could not be shipped and hence the construction of the 
factory could not be completed and work had to be suspended. 
It was only after the visit of the Roger Mission in 1940 that 
it was felt imperative to start aluminium production as con¬ 
siderable difficulty was experienced in importing the metal from 
Canada which was the main source of supply. Accordingly, alter¬ 
native arrangements were made and the required machinery 
secured from Britain. 

Even with the assistance given by the Government, four 
years had to pass by before the first ingot could be produced. 
During the whole of this period, 1937-44, especially after 
Messrs. J. K. Ltd. took over the managing agency, a large amount 
of finance had to be found mostly by the managing agents. 
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The paid-up capital increased from Rs. 6.64 lakhs in 1938 
to Rs- 9® lakhs at the end of 1944. Debentures also had 
to be raised to the extent of Rs. 15 lakhs. 

Conditions of working in this industry have not been 
smooth either because of the higher cost of production, due 
jjo the) peculiar nature of Indian bauxite or dearer power in 
India and low output as against the highly developed gigantic 
foreign producers. Government gave protection for a few years 
in the form of pool arrangements and for one year by a subsidy- 
cam-protection scheme based on the recommendations of the 
Indian Tariff Board. But owing to the peculiar difficulties of the 
different producers and the conflicting nature of the interests at 
stake, government policy has not been very helpful so far. 

It has, therefore, not been possible for the Aluminium 
Corporation to make reasonable profits on its investments at 
any time. Indeed, the ordinary share-holders have not received 
any dividends so far while the dividends on the cumulative prefer¬ 
ence shares are still to be cleared. The first dividend on the 
preference shares was paid so late as 1947 and till the end of 1953 
dividends upto only March 31, 1948 have been cleared, still 
leaving arrears for 6 years. It has been difficult to earn even 
the depreciation charges. The directors have been regularly 
stating in their reports for the last several years that the gross 
profits have not been sufficient to meet the full depreciation 
charges while a large amount of unabsorbed depreciation is still 
to be provided for. 

All the time it has been necessary to find additional 
capital. By the end of March 1953, the paid-up capital stood at 
Rs. 90 lakhs and the debenture capital at Rs. 65 lakhs including 
debentures worth Rs. 40 lakhs created in August 1951 in 
favour of the Industrial Finance Corporation. 

Thus, not content with the efforts of the earlier years, 
schemes for expansion of production capacity were taken up. With 
the loan of Rs. 50 lakhs advanced by the Industrial Finance Cor- 
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poration a new boiler plant to increase the ingot production and a 
complete new strip rolling mill plant are being installed. 

Over and above providing the capital requirements for 
day-to-day running as well as expansion, the Managing Agents 
have practically drawn no commission, not even monthly office 
allowances. They have, in fact, foregone nearly the whole of 
the remuneration. They have also obtained finance from the 
I.F.C. by giving personal guarantee for loans. 

An examination of the balance-sheets published during the 
period 1935-53 reveals that it has been necessary to finance capi¬ 
tal expenditure mainly through the funds made available by the 
managing agents. The gross block increased from Rs. 9.66 lakhs 
in 1937 to Rs. 1.57 crores in 1953. After providing depreciation 
to the extent of Rs. 53.15 lakhs the net block has a value of 
Rs. 1.04 crores. Against this, the paid-up capital amounted to 
Rs. 90 lakhs and the debenture capital to Rs. 65 lakhs. In 
1939, there was a paid-up capital of only Rs. 20.33 lakhs and 
no debenture capital. The building up of reserves for Rs. 15 
lakhs has been made possible only because of the withholding of 
the dividends on the first and second cumulative preference shares. 
Even now as much as Rs. 11 lakhs is outstanding to be paid by 
way of arrears of dividends so that the reserves are not free to 
this extent. The usefulness of the debenture capital and reserves 
will be evident from the fact that current debts are not very large. 
It will be necessary, however, to find additional sums when it 
becomes obligatory to pay taxes and there is need for additional 
working capital with the increasing activities of the corporation. 
The loan secured from the Industrial Finance Corporation can¬ 
not be of any great help because it is earmarked solely for 
capital expenditure. There is obvious need to offer more incen¬ 
tive in order to ensure satisfactory progress of the aluminium 
industry which is so vitally important for the country. 
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